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STATEMENT OF THE HONORABLE DONALD H. RUMSFELD
SECRETARY OF DEFENSE, JANUARY 27, 1976

Mr. Chairman and Members of the Committee:

I am pleased to present the proposed defense budget for FY 1977 and its
implications for the defense authorization request for FY 1978, and a preliminary
five-year defense projection for FY 1977.1981.

In FY 1977, the Department proposes a defense budget of $112.7 billion in total
obligational authority and $100.1 billion in estimated outlays. The details of this
request as well as its justification are set forth in the annual Defense Department
Report. I will touch on some of the points of particular interest.

I. The Defense Budget

We estimate that because of a declining rate of inflation, the defense budget for FY
1976 could permit some small real growth in defense funding for the first time since
FY 1968. The budget request for FY 1977 and the preliminary five.year defense
projection reflect our conviction that there must be a real program gorwth in the years
immediately ahead.

The Defense establishment is engaged in a crucial function of government -
providing for the common defense - contributing to peace, stability, and the
preservation of freedom. I know it will receive your most serious consideration.

Within roughly three months, as prescribed by the new budget reform guidelines,
you and your colleagues in the House and Senate will determine the total federal
spending level, and the portion of that total which will be devoted to defense and
deterrence.

These two decisions are of enormous importance to the nation and the world. They
will be of major significance today and in the years to come, and they will be among
the most importan: decisions which will be made by the Congress this year.

After careful deliberation, the President and the Defense Department have made
their judgments. We recognize the importance of your decision. Representatives of the
Defense Department will be explicit and candid about the requirements of national
security as they appear before you concerning this budget.

II. The International Context

It is usefu; to consider defense strategy, force structure, and budget requests within
a broad international context, as is required by law. That context has five major
implications for defense planning:

- First, military power and the international appreciation of it remain basic
arbiters of international disputes and major determinants of our capabilities to achieve
the objectives of our foreign policy.

- Second, the United States has political, economic, and strategic interests in the
world which must be fostered through foreign policies which are supported by our
military posture.

- Third, U.S. interests remain under challenge primarily by the USSR, which
continues to add to its military capabilities qualitatively and quantitatively. These
challenges can be seen in Europe, along the Mediterranean littoral, in the Midd!e East
and Africa, in the Persian Gulf and, indirectly, in Northeast Asia.



- Fourth, the United States cannot escape the principal role in defending
interdependent interests and maintaining world stability. If we falter or fail, there Is no
other power to take our place.

- Finally, the United States must maintain a military establishment which permits
it - in conjunction with allies - to safeguard its interests in the face of a growth in
adversary capabilities. The U.S. establishment must be both nuclear and non-nuclear.
Much of it must be ready at all times. Security is not available at bargain.basement
rates, and the instruments of security cannot expand and contract on short notice.

Today, there are a number of misunderstandings about the relationship between
defense and the international environment. I want to address two in particular. The
first misunderstanding is that there is an inconsistency between detente and a strong
national defense. The second is that there is a contradiction between increases in the
U.S. defense budget and the maintenance of international stability.

To deal with the first misunderstanding, it is important to be precise about the
meaning of derente, this word borrowed from the French. Literally, in French, detente
is applied to a number of things having to do with weapons. For example, the entire
trigger mechanism of a pistol is called "detente" - the part you pull to fire it, the
hammer, the firing pin, and the spring mechanism. Detente is the word, also, for
uncocking a cocked pistol - that is, releasing the tension on the spring which moves
the hammer, In similar ways, detente is used to describe relaxing the tension on a taut
bowstring, or reducing the pressure of a gas in a closed container.

In none of these meanings is there any hint that detente means friendship, trust,
affection, or assured peace. In all uses, detente means relaxation of tension that exists
- for real, not imaginary, reasons.

On our side, detente is also a hope and an experiment. In this age of nuclear
weaponry, it makes sense to seek a reasonable accommodation of our differences with
the USSR. But, keeping the basic meaning of detente in mind, we should be under no
illusion as to when and how accommodations might be reached. Strength is a
prerequisite to acceptable agreements. That is why there is no inherent contradiction
among the three main objectives of US. policy: defense, deterrence, and the effort to
see if it is possible to achieve some relaxation of tension - detente. That is why
successive Presidents, including President Ford, have emphasized the connection
between strength and peac, between weakness and war.

A wise Frenchman recently noted, "that the Soviet Union today is one of the two
main military powers in the world, and this power is ruled according to methods which
are substantially and essentially different from... Western methods. Why therefore
should it not be tempted to extend its influence, if not its rule, if it does not come up
against any form of resistance on the part of a power comparable to its own%" That is
why I have stressed that weakness, too, can be provocative.

To address the second misunderstanding, it is well to consider some conspicuous
trends in Soviet military capabilities - trends that are facts, not projections - before
making any judgments about the desirability of increasing U.S. strength:

- Over the past decade, Soviet defense spending has been increasing steadily in real
terms.

- In that same period, the Soviet military establishment (not counting border
guards and internal security forces) has expanded by a million men, from 3.4 to 4.4
million men.

- Between 1965 and 1975, Soviet strategic offensive forces have also increased:
- Intercontinental Ballistic Missiles (ICBMs) from 224 to 1,600 (an Increase of

nearly 1,400);
- Sealaunched Ballistic Missiles (SLBMs) from 29 to 730 (an Increase of about

700);
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- Strategic warheads and bombs, from 450 to 2,500 (an increase of about
2,000).

- The momentum of this buildup shows no sign of slackening. Qualitative
improvements continue, such as:

- The development of four new ICBMs, two of which are currently being
deployed with multiple independently targetable reentry vehicles (MIRVs);'

- The proo,;ction of a new generation of Ballistic Missile Submarines (SSBNs),
one version of which has deployed with a new 4,200 mile range SLBM;

- Accuracy :mprovements which could give their ICBMs a significantly reduced
circular error probable (CEP);

- Large MI RVs with high-yield warheads;
- Development of a mobile IRBM (in the form of the SS-X-20).

- Since the early 1950s, Soviet general purpose forces have also expanded
substantially. Some of the significant developments have been:

- An expansion in the number of divisions from 141 to 168, with added tanks,
artillery, and armored personnel carriers;

- An addition of nearly 2,000 tactical aircraft, combined with the introduction
of more sophisticated fighter/attack aircraft;

- A similar growth in the sophistication of Soviet naval forces, with greater
missile firepower, more nuclear-powered attack submarines, greater fleet
range, more underway replenishment support, and the construction of three
small aircraft carriers.,

- While much of the increase in ground and tactical air forces has gone to the Far
East, Soviet forces oriented toward NATO have improved both quantitatively and
qualitatively as well, and the Soviet Navy has become increasingly a worldwide force.

It must be emphasized that while these developments have been occurring in the
Soviet Union, U.S. force levels and defense expenditures (in real terms) have been
going down. The U.S. force structure is substantially smaller today than it was a
decade ago, although it is qualitatively improved in some respects. The crucial issue,
however, is not so much why :hese trends have occurred, or who has led whom into
the competition. It is whether the United States is still able to meet its international
responsibilities. The nation must also ask itself whether the United States will have a
sufficient military capability for defense, deterrence, and detente in the future if these
adverse trends continue. This budget says it will not, and sets (lut to change the trends.

III. Defense Objectives

The primary U.S. objective is, of course, deterrence and international stability. We
do not try to do everything, everywhere ourselves. We are not the world's policeman
and we do not pretend to be. We do bear the principal burden of nuclear deterrence -
both for ourselves and our allies - and hence have the responsibility, along with the
USSR, for restraining nuclear competition and maintaining a stable balance of power.

The basic objectives for the strategic nuclear forces are four in number:
- To have a well-protected, second-strike force to deter attacks on our cities and

people, at all times;
- To provide a capability for more controlled and measured responses, to deter

less than all-out attacks;
- To ensure essential equivalence with the USSR, both now and in the future, so

that there can b- no misunderstandings or lack of appreciation of the strategic nuclear
balance; and
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- To rm,.tain stability in the strategic nuclear competition, forsaking the o ntic.,
of a disarming first-strike capability and seeking to achieve equitable arms control
agreements where possible.

Obviously, the United States is not responsible for the deterrence of all
international disorders. Nor can U.S. nuclear forces credibly deter all contingencies of
concern to the nation. For many purposes, non-nuclear forces must carry the main
burden o deterrence. In order to plan the conventional forces with restraint and
realism, we seek to maintain - in conjunction with our allies - two principal areas of
strength and stability - in Western Europe and in Northeast Asia. Insuring stability in
these two vital regions requires forward deployed forces as well as strategic reserves.

If we and our allies have the forces to perform those tasks - particularly in
response to a major conventional assault on NATO - the United States will also have
the necessary capabilities (both active and reserve) to deal with other contingencies
which might arise separately, as could be the case in the Middle East. A conventionl
force structure with this capability and flexibility will strengthen deterrence, enhance
stability, and lower the probability of nuclear war,

IV. The Adequacy of Our Forces

An assessment of opposing forces is difficult and tentative in the best of
circumstances. I will not presume to speak conclusively on this subject, nor with the
certainty that flows from long study and thorough probing and analysis. Nevertheless,
there are two judgments about U.S. capabilities that I want to convey. The first is that
the current force structure is adequate to perform its missions at the present time. The
second is that confidence in the future adequacy of our force structure is gradually
declining. Because of the trends - reductions on our part and Soviet military
expansion - t" ias been a gradual shift in the power balance over the past fifteen
years. And, i of the momentum of Soviet military programs of all kinds, it will
continue to unless U.S. defense outlays are increwed in real terms, as the
President is . omending.

1. THE STRATEGIC NUCLEAR SITUATION

As of today, the U.S. strategic nuclear forces retairn a subtantial credible capability
to deter an all.out nuclear attack. Thd,r ability to execute controlled and limited
responsps is being enhanced as a result of improvements in plans, command and
control, and the increasing flexibility being introduced into the Minuteman force.
However, there remains a basis for concern in three areas, and that concern will deepen
in succeeraing years.

- First, the submarine and bomber forcs are aging; at the same time the Soviets
are improving their antisubmarine warfare capabilities and their defense against
bombers.

- Second, there is an increasing possibiliiy that major asymm'.tries will develop
between U.S. and Soviet strategic offensive forces because of the momentum in Soviet
offensive and defensive programs, and tiat the Soviet strategic capability will come to
be seen as superior to that of the United States.

- Third, a continuation of current Soviet strategic programs - even within the
constraints of SALT - could threaten the survivability of the Minuteman force within
a decade. If that should be allowed to happen, our ability to respond to
less-than.full-scale attacks in a controlled and deliberate fashion would be severely
curtailed, and strategic stability could be endangered.
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2. THE SITUATION IN EUROPE

The defense of Western Europe continues to be one of our fundamental interests.
We are naturally concerned, therefore, about certain vulnerabilities that have
developed along the southern flank of NATO. In the crucial center region, we and our
allies have the basic capat,:lities necessary to respond to a Warsaw Pact attack. Even
here, however, there are two v0..rerabilities which will grow in seriousness if we fail to
take remedial action.

First, we do not have sufficient long-range airlift capability to deploy our
reinforcements to Europe in a timely fashoen.

Second, we are concerned that, unless wi counterbalance them, increasing Soviet
firepower and mobility will begin to give thE Pa. . an unacceptable advantage in the
two contingencies against which we design our forceps: an attack coming with little or
no warning, and one coming after a large-scale mobilizaticn and deployment of Pact
forces.

3. THE SITUATION IN NORTHEAST ASIA

The situation in Northeast Asia is directly influanced by the status of Sino-Soviet
relations. At present, we do not anticipate that either power is likely to encourage or
support North Korea in an attack on South Korea. If there is no outside aid to North
Korea, South Korea should be able to repulse a North Korean attack with relatively
modest U.S. assistance.

U.S. ground forces continue to have a deterrent and stabilizing effect on this
balance. It would be unwise, therefoie, to withdraw U.S. ground forces from the
Peninsula and jeopardize the stability we have had in Northeast Asia during the last 20
years.

4. THE SITUATION AT SEA

A major non-nucleai conflict in Europe or in Northeast Asia would make it
essential for the United States to keep open sea lines of communication to both
regions, as well as to other continents and areas. A war in Europe might well become
worldwide in character, but even if it were to remain contained, we would have to be
concerned about Soviet land and natal deployments in the Far East. We require the
major elements of a two-ocean Navy.

Maintenance of a fleet of the proper size and composition to fulfill that role is a
problem which requires the most thorough considiation. The p.esent assessment is
that the current fleet can control the North Atlanttc sea lanes to Europe, but only
after serious losses to U.S. and allied shipping, and that out ability to operate in the
Eastern Mediterranean would e, at best, uncertain. The fleet in the Pacific could hold
open the sea lanes to Hawaii and Alaska but, because of a shortage of surface
combatants, would have difficulty in protecting our lines of communication into the
Western Pacific. This situation will presumably grow more precarious as the
capabilities of Soviet nuclear attack submarines increase.

V. Proposed Programs

This general assessment of the planning contingencies which have been important to
the shaping and testing of U.S. forces suggests where - if not corrected - our current
and future vulnerabilities lie. It also suggests the direction that the FY 1977 budget
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should take. Accordingly, assessing the FY 1977 equest requires examination of the
larger picture which has been set forth. Judgments in the next few months which fail
to weigh adequately the need to check present adverse trends will inexorably lead to a
conclusion i. the world that the United States has decided to allow the trends to
contint, to the point of imbalance, insufficiency and, possibly, ultimately, instability.
We should not be surprised if the discounting of U.S. power and will, which would
follow from such a conclusion, would bring unpleasant consequences.

Expert witnesses will be appearing before you to discuss the specific details of the
FY 1977 request. In light of the objectives set forth, the expanding capabilities of the
Soviet Union, and the trends described, my chief purpose today is to underline the
importance of five major orogram areas I consider essential.

1. STRATEGIC NUCLEAR FORCES

U.S. strategic nuclear deterrence continues to be based on a Triad of strategic
forces. These forces are designed to be able to ride out a surprise attack and retaliate in
a controlled second.strike at Presic(ntial direction. A combination of ballistic missiles
- land- and sea-based - and heay bombers is necessary to diversify the strategic
forces sufficiently, so that neither system failures nor enemy ingenuity could prevent
retaliation. Responsive command and control of these forces is essential to deal with
the possibility of less than all.out attacks and to terminate a nuclear exchange at the
earliest mement possible if, despite best efforts, deterrence should fail.

At the present time, one component of the Triad - the Minuteman force - is
essential to both diversity and contiol. And, it is the Minuteman force that the
increasingly sophisticated Soviet ICBM capability threatens to neutralize eventually.
Accordingly, we must move steadily, but with deliberation, to retain the option to
move toward a more secure basing mo'.e fo, the ICBM force.

- The Trident program is necejsaiy in any event to replace the aging SLBM forces
in th') mid-1980s. We are also concerned with possible Soviet advances in anti-
submarine warfare capabilities, and the quieter Trident boat with its longer range
missiles hedges against any significant Soviet ASW gains.

- The B-1 bomber represents a suitable successor to the B-52. Its abilit' to
penetrate at low altitude and high sp d will allow us to offset any Soviet air defense
improvements. Most important, the B.1's advances in structural design, hardening
against nuclear effects, and the ability to fly out frum under nuclear attack, with
minimum warning time, would represent a valuable improvement in survivability.

- The M-X missile, either in fixed silos or in a multiple-aim-point mode, with a
combination of larger throw-weight and increased accuracy, should improve on the
desirable features of the Minuteman, without Minuteman's potential vulnerabilities
We should develop M-X at a rate that would allow us to supplement part or all of the
Minuteman force in thi 1980s, should that prove necessary.

In order to keep open the option to diversify further the nuclear forces, exploiting
new technology in which we lead the Soviets, we are developing two cruise missiles -
sea-launched (SLCM) atvd air.launched (ALCM).

With these major programs, we should be able to ensure a modern strategic
deterrent force through the next decade and remove, as necessary, the vulnerabilities
that couldi increasingly degrade elements of our present posture. As our deterrent
improves, so will our contribution to strategic stability.
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2. GENERAL PURPOSE FORCES

The primary U.S. contribution to the non-nuclear defense of Western Europe
continues to be a combination of ground forces and tactical airpower. Because a war in
europe could break out suddenly, we keep the: initial defense capability largely in the
active force structure rather than in the guard arid reserve. The added weight in men,
armor, and guns that the Soviets have been providing to a potential assault force in
Central Europe is a fundamental reason why the active Army is being expanded from
13 to 16 divisions (within a constant level of manpower). We are adding two combat
brigades to the European deployments (also within the manpower constraints
established by Congress). Two more steps need to be taken:

- First, we should "heavy up" the additional Army divisions now programmed, to
give them the increased firepower and mobility necessary for combat in the European
theater.

- Second, we should consider adding aircraft to fill out the Air Force's twenty-six
fighter/attack wings, both to complement planed Army divisions and to increase
firepower and mobility across the European front.

The present assessment of the situation at sea leads to the requirement for
add:tional surface combatants and submarines in a two-ocean capability for simul
taneous protection ol Atlantic and Pacific sea lanes. The difficult remaining issue is
one of determining how many vessels of what kind and mix will be needed to perform
the mission. The basis for additional nuclear attack subrrmrines and relatively
inexpensive surface combatants, as well as thu arguments for more mines and improved
undersea surveillance equipment, are weli.founded.

Questions concerning additional large-deck carriers, strike cruisers and the broad
adoption of nuclear propulsion merit close attention in the weeks ahead. You will find
a tentative five.year shipbuilding forecast outlined in the Annual Report, as requested
by Congress. It may prove to be the right program. However we are examining some
options within the Department now and it will be a few weeks before I am in a
position to make specific recommendations to the President and the Congress.

3. STRATEGIC MOBILITY FORCES

Long.range mobility forces are critical to our capability, in conjunction with allies,
to offset a major Warsaw P3ct mobilization and deployment in Central Europe. There
remains considerable difference of opinion as to how long it would take the Soviets to
fill out and move the tank and mechanized divisions they retain in the western military
districts of the USSR. For planning purposes, the United States should be able to
reinforce NATO rapidly by moving a substantial number of divisions from the
continental United States to the European theater within a few weeks. Current
strategic lift forces cannot today fully meet that requirement for these reasons:

- C-5A wing fatigue problems and flying hour limits reduce our capacity to move
outsize cargo;

- Strategic air ift squadrons are not manned or supported with spare parts
sufficient for the roquisite number of sorties; and

- We have yet to achieve essential reductions in preparation and marry-up time (at
CONUS and overseas terminals) to exploit the potential of the airlift and sealift
resources we own.

The Depaitment is moving to correct some of these defects. We continue to
recommend modifications in the civil reserve air fleet (CRAF) so as to improve our
capacity to move outsize cargo in the requisite amounts during the early days of a
reinforcement effort.
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In short, the faster we can move to reinforce, the better NATO's chances will be
and the lower the probability that the Warsaw Pact will be tempted to undertake any
kind of an attack. This is also why we need to continue large-scale mobility exercises
which demonstrate reinforcement capabilities.

4. READINESS

Logistics capabilities undergird the readiness or forces and their ability to sustain
combat. The logistics base is of particular concern at a time when competing demands
on the defense budget require increasing combat productivity from both men and
machines. Despite the resources previously allocated to logistics, the United Sites has
not maintained the levels of equipment readiness and stocks of war reserves required
for a fully credible posture of deterrence.

The precise impact of deficiencies in readiness on combat effectiveness is difficult
to measure. However, it is widely agreed that:

- Too many U.S. ships are overdue for overhaul, and the number is still growing;
- Too many tactical aircraft are grounded awaiting repair, which in too many

instances is delayed because spare parts are lacking;
- The materiel readiness of U.S. land forces is improving, but remains substandard

in some important respects;
- Finally. we are running unnecessary risks because of shortfalls in war reserve

stocks, especially of modern and more efficient munitions.
I will not belabor the reasons for the present level of readiness. I am persuaded that

we must make a significant and sustained effort to correct the four major weaknesses
just outlined. U.S. combat capabilities are aready strained when judged against their
tasks; we should not further reduce their )ffectiveness and ability to sustain themselves
in combat because of weaknesses in logistics ,,upport.

5. RESEARCH AND DEVELOPMENT

A vigorous program of research, development test, and evaluation is critical to the
achievement of long-term U.S. national security objectives. The effectiveness of our
strategic and general purpose forces in relation to the modernized Soviet forces
depends on the quality of our R&D. We try continuously to hedge against the
uncertainties of a rapidly changing future. We also attempt to reduce costs and
improve effectiveness.

Overall U.S. technological leadership is as directly challenged by the Soviet Union
as is our military capability., During the past decade, Soviet investment in military and
space R&D appears to have at least equalled our own; now it is growing at a more
rapid rate. The Soviets have been producing and deploying large quantities of advanced
weapons, seizing the technological lead or closing the gap in almost every class of
weapon.

Reversing these trends in R&D is vital, and FY 1876 appropriations appear to have
halted the downward trend in the U.S. RDT&E program. Nearly $11 billion is
requested in FY 1977, an amount essential to correct the divergent U.S./USSR trends
and provide real growth needed to:

- Strengthen the U.S. technology base to create options for future development;
Demonstrate selected alternatives chosen from among new options;

- Select the best system or systems and manage the resulting development and
production program efficiertly and effectively;

- Concentrate on completing current U.S. development programs to achieve
improved deployed capabilities.
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V1. Restraints on Defense Planning

Th0 -mprovements being made in the U.S. force structure, and the efforts to
maintain a superior technological base through research and development, are essential
if we are to have continued deterrence, stability, and detente in this period ahead - a
period which will almost certainly include increases in Soviet military capabilities.
Without improvements, the vulnerabilities which can be anticipated from the
momentum of present trends will become a reality - with all that could mean. To
reduce the danger, we must begin to act now.

I recognize that national defense accounts for abcut 25 percent of the President's
proposed outlays for FY 1977, and that roughly half of the total increase in Federal
spending from FY 1976 to FY 1977 is proposed for the Department of Defense. All of
us wish that it could be otherwise. But the Constitution require5 that we "provide for
the common Defence," and war, as Alexis de Tocqueville pointed out, is "an
occurrence to which all nations are subject, democratic nations as well as others.
Whatever taste they may have for peace, they must hold themselves in readiness to
repel aggression. .."

This much we must continue to do, but we must do it with continuing attention to
L-conomy and efficiency. In order to improve our "readiness to repel aggression," and
restrain our r'quests, we are recommending nine key measures to reduce Defense
costs. We propose to:

- Restrain the growth in compensation levels for military and civilian personnel;
- Eliminate 26,000 civilian positions by consolidating headquarters and other

facilities;
- Phase out subsidies for the operating costs of military commissaries over a

three-year period;
- Eliminate dual compensation of Federal employees on active duty for training

with the National Guard or Reserve;
- Reduce temporary duty and permanent change-of station travel,
- Decrease petroleum consumption for proficiency flying programs through

greater use of smaller aircraft and ground training aids;
- Narrow the scope of the civil defense program so that it concentrates on the

support of measures at the state and local level to reduce losses from a nuclear attack;
- Hold new military construction below the levels of FY 1976;
- Reduce the paid drill strength of the Navy Reserve by 40,000.
These nine steps Enabled us to reduce our request for b'idget authority by

approximately $2.0 billion in FY 1977. Most of the proposed actions require the
approval of the Congress. These decisions will not be easy to make. It should be
recognized, however, that if these actions are not approved, additional defense
appropriations of up to $2.8 billion, and tctal obligational authority of as much as
$116 billion will be required. Within the budget of $112.7 billion that the President
has presented, an amount of $2.8 billion cannot be absorbed without a reduction in
combat effectiveness.

VII. Conclusion

We live in 0n age of paradoxes, at a time when hope and peril run side by side. To
be just and compassionate, we must be strong. As you consider this budget, you will
inevitably consider the military environment, the state of our defense,, and the facts
of the worid situation, as I have done. The arithmetic is not encouraging; the facts are
not kind, but the task is fundamental. I urge your support of this request.
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I. INTRODUCTION

Mr. Chairman and Members of the Committee:

This Annual Report recommends to you the Defense Program and Budget for FY
1977. In compliance with the Congressional Budget and Impoundment Control Act of
1974, it outlines the Department's main requests for legislative authorization through
FY 1978. It also submits an aggregate preliminary five-year projection of the nation's
defense budget, estimated in total obligational authority.

The following table summarizes the budget request of the Department for FY
1977.

TOTAL REQUEST
(In Billions of Current Dollars)

FY 1977

Total Obligational Authority $112.7
Outlays $100.1

In the sections which follow, justification will be provided for a defense budget
which includes restraints at the same time that it allows for a real increase in
obligational authority over the amount likely to be provided by the Congress in FY
1976. The budget provides for real growth in defense outlays because the nations which
could jeopardize our most basic interests, including the safety of the United States
itself, are developing additional military capabilities that we and our allies must offset.

Soviet military strength has been expanding steadily for a decade. U.S. military
forces are now smaller than they were in 1964. While we cannot set forth with
precision what reasons the Soviets may have for making their growing investment in
military force, the growth in capabilities cannot be ignored. This is not to say that we
must match the Sovet effort dollar for dollar, imitate it detail tor detail, or commit
some arbitrary percentage of a growing GNP or national budget to outlays on defense.
But, however great our other needs, the protection of this nation from external danger
is the first and foremost responsibility of government. Rather than grapple with that
responsibility in fits, starts, and crises, the nation must have the foresight and
steadiness of purpose to respond systematically and patiently to long-term challenges.
In doing so, Defense programs should be dictated by the country's interests and
objectives as well as by potential threats and their trends.

There is a tendency in some quarters to equate strength with provocation. But
history suggests that one can also provoke by being weak. Evident weakness on the
part of the United States, just as belligerence, could provoke rivals into avenrtures that
they might otherwise avoid.

The FY 1977 defense budget is a sober effort to cope with a serious but
manageable problem. Accordingly, the Congress will surely consider with the utmost
gravity not only the total being requested, but also the way it is distributed among
programs. The Department's five.year plan is designed to reduce marginal activities so
that scarce resources can be devoted to keeping pace with the growing military
challenge from the USSR. A celebrated general is reported to have said: "Ask me -or
anything except time." The nation cannot afford waste. But, in a perilous world, it
cannot waste time.



A. National Defense and the International Situation

While previous Annual Defense Reports have discussed the broad relationship
between the international situation and national defense, Section 812 of the FY 1976
Department cf Defense Author;zation Act now requires that "the Secretary of
Defense, after consultation with the Secretary of State, shall prepare and submit to the
Committees on Armed Services of the Senate and the House of Representatives a
written annual report on the foreign policy and military force structure of the United
States for the next fiscal year, how such policy and force structure relate to each
other, and the justification for each."

In compliance with this requiremeot, the President and the Secretary of State have
been consulted and the defense requtsts for FY 1977 rewiewed with a view to making
the relationship between force structure and foreign policy more explicit. This first
section of the Annual Defense Report is the result.

1. FOREIGN POLICY AND DEFENSE

It should be stressed at the outset that the physical power of the United States is
one of the fundamental determinants of U.S. foreign policy. The Congress has noted
this when members have demanded that our commitments and military capabilities be
appropriately related.

It is also worth remembering that the power potential of the United States is both
enormous and unprecedented. If we were to allocate to defense the same percent of
GNP that we did as recently as 1984, we would be spending over $130 billion, or
roughly a third more thin we are planning for FY 1977. If we were to match what we
think is the current Soviet percent of GNP devoted to defense, our request would
amount to nearly $200 billion. By either of these arbitrary standards, we are not
proposing an excessive amount for defense. Nor are we engaging in an all-out
competition with those nations who have declared themselves our rivals. Instead, we
are striving to fashion a prudttly designed toundation for policy which, like
economic a nd diplomatic means, must be available to the government at all times.

We cannot fight crime without a police department, just as we cannot deter the
international criminal or gain the confidence of our peoples (both at home and
abroad) without the necessary, ready resources at hand, and the world-wide
appreciation that they are at hand. Military forces are a fact of current international
life, and will continue to be so into the foreseeable future. The United States must
have what is needed.

We keep our defense establishment on an active status not only because of
lead-time problems, but also because it plays an important role in peace as well as in
war. It was once a matter of amusement to some that the Strategic Air Command
displayed a sign reading, "Peace is our profession." But the motto has merit. Military
p-iwer appropriately developed and deployed can help to preserve the peace by
demonstration and deterrence.

The Secretary of State his stated that in order for our foreign policy to promote
global peace "in an age of continuing peril and exploding technology, we must
maintain and improve our national defense." (Speech before the Economic Club of
Detroit. November 24, 1975.)

The issue is not whether or not we should maintain a defense establishment. The
real issue* has to do with our security objectives and the necessary size and composition
of U.S. military forces, their deployment, readiness, and Pffectiveness. A central
question that we must try to answer here is this: How sensitive should these
dimensions of military power be to considerations of foreign policy?
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The answer, in general, must be that they are not very sensitive to short-run foreign
policy considerations. We do not design these critical aspects of military power to
respond (even if they could) to the ebb and flow of negotiations, the immediate tactics
and day.to-day objectives of foreign policy, or the short-term relations among nations.
Our strategic concepts, force structure, and budget do and should respond to such
fundamental factors as the longer-term interests that our government defines, the
threats to them that are seen, the role assigned to the United States, the allies that
support us, the price we are prepared to pay to uphold our pusition and the progress
we make in our negotiations with adversaries. We must then be willing to pay the price
required.

2. THE U.S, ROLE IN THE WORLD

At one extreme, if we could isolate ourselves completely from the rest of the world,
forswear any dependence on outside resources, and manage (with 215 million
intelligent and energetic people, substantial natural resources, and a thriving economy)
to attract no unwanted attention, our need for mobilized military power would be
minimal -. leav.ng aside the problem of internal security which, in 1970, required the
deployment of 365,000 policemen nationwide. In the beginning of this Republic, and
until the early 20th century, many believed we had created that kind of circumstance
and we did live with a small military establishment and a modest defense budget,
except when we were fighting among ourselves. Even under those conditions, however,
we eventually decided to build a Navy second to none, and nearly 60 years ago
deemed it imperative to become involved in the first of two great and costly world
wars.

As we look back we can see that the relative isolation of the 19th century resulted
more from chance tnan from plan, and that our ability to stay aloof from international
affairs was a function of distance and the quarrels among the great powers of Europe
in addition to our foreign policy.

Today, those external conditions no longer exist. Whereas pieviously we may have
depended, however, implicitly, on European rivalries and remoteness to spare us the
hard decisions of foreign policy, now we cannot escape the immediacies of conflict.
Whereas in the old days disputes among Britain, France, Germany and Russia could
excuse us from keeping and contributing to the balance of military power now we
must continually assess our weight on the scales In former years we could ignore a
conscription law in Republican France or a naval bill in Imperial Germany; we could
dabble in international politics. Now we can no longer afford to play the dilettante.
We are caught in the turbulence of the contemporary world. Inteidependencies of an
economic, political, and cultural nature are growing; if the United States does not
resolve -- over the longer term -- to protect its security and way of life, they will not be
protected. If the United States falters or fails there is no one to rescue us as we aided
others in 1917 and 1941.

Admittedly, the United States could try to isolate itself trom foreign affairs and
have a better chance of surviving than most nations. But our economy and standard of
living would suffer; we would still have to ask where to draw the line against external
encroachments; we would have to construct a wall of defenses--without friends but
not necessarily without enemies-and we would undoubtedly find ourselves spending
more on defense than is now the case. Whether or not our traditional liberties could
survive in such a garrison state is doubtful.

Rather than draw back to the Western Hemisphere, or even North America, rather
than act as a bystander and observer while others decided our fate, the United States
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has chosen for the last 30 years to play an active role ir protecting and furthering its
interests. It is unlikely that we could have behaved otherwise. Friends were bound to
woo us, as they did prior to our entry into the two world wars, and seek to involve us
in their problems. Our citizens would have demanded the freedom to travel, trade, and
invest-and the right to protection. They would also have retained loyalties and
commitments in addition to their devotion to America; we are after all, a nation of
immigrants. Western Europe and Northeast Aia, Cyprus and Israel would have aroused
no less feeling here had the stated policy of the United States been to ignore them.
Pressures to intervene, first diplomatically dnd economically, and then even militarily,
would have grown, A more active role was virtually inevitable.

An active role does not by itself imply eithe , the need for military power or any
specific force size and composition. Even in tme 19th century the United States
engaged in negotiations supported distant causes, and undertook verbal quarrels with
other nations despite a minimal military establishment But it could enjoy this license
only because the great powers of Europe matntaintd 'srge military establishments of
their own and balanced one another off in such a way th3t the United States could
indulge in verbal display and good works with relative impunity. Moreover, when a
major conflict did occur, our friends could hold the front lines long enough for the
United States to mobilize its strength and deploy it overieas, The United States in
effect, benefit ed from the military power provided by others Those days are now
gone.

3. U.S. GOALS

It is imperative in this dangerous international environment to be as clear as
possible about what we are trying to accomplish as we seek our fundamental objective
of maintaining peace. The overall goals of U.S. foreign policy were outlined by the
Secretary of State in testimony before the Congress (Statement before the House
International Relations Committee, November 6, 1975.) These goals are:

--To maintain our national strength and national purpose;

-To revitalize continually our bond to allies who share our tradition, values, and
i.terests;

-To reduce the perils of nuclear war;

-To build a ratioiial relationship with potential adversaries;

-To help resolve regional conflicts that imperil global peace;

-To resolve the crucial economic issues before us in the context of a new era of
global economic cooperation between all nations industrial and developing, producers
and consumers, east and west, north and south.

While the past year has seen the emergence of considerable debate in the coutitry at
large and in the Congress about the U.S. role in the world, most Americans would
agree with this set of foreign pol cy goals The difense strategy necessary to support
them requires a powerful and secure strategic deterrent, general purpose forces
deployed in the regions of the world judged to be most vital to our foreign policy
interests, and a mobile force of sufficient strength to protect major U.S. interests
elsewhere should they be threatened.
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4. REGIONAL CHALLENGES AND OBJECTIVES

a. Soviet Union

Wealth and power potential have gravitated to the two great continental powers:
the United States and the USSR. With only two powers of the very first magnitude,
and with force and the threat of force still a basic instrument of international politics,
the United States has no choice for the foreseeable future but to serve as the mainI counterweight to the USSR. And there must be no dr ibt about that fact

How much of the counterweight must be military depends not simply on the
existence of another superpower. What matters is whether the other superpower
harbors ambitions that conflict with ours and whether it sees force and the threat of
force as a major arbiter of disputes. It would be comforting to report, in the case of
the United States and the USSR, that there are no conflicts of ispiration and that
force is no a factor in their relationship. But the facts speak loudly to the contrary.
Since World War II, Soviet ambitions for the most part have run counter to our own.
Since World War 11, the Soviets have maintained enough military power to protect
their own interests and threaten ours After our pellmell demcbilization of 1945 and
1946. and four years of weakness we in turn felt compelled to build up enough
military strength so that, in conjunction with our friends, we could contain Soviet
power, deter attack, shield our territories, and bring about a sufficient degree of
military stability to allow at least a serious eff ort to resolve our differences with the
USSR by more peaceful processes.

The Soviet Union continues to pose the primary political and military challenge to
U.S. interests worldwide. It is in our interest to seek ways to avoid confrontations But
there is no doubt that, at least for the foreseeable future there will be limits to the
extent to which our policies converge.

As in the past, the Soviet approach to the United States is likely to be characterized
by:

-Relaxation but not eradication uf tension;

-A probing for targets of opportunity and a readiness to exploit crises when it
serves their interests;

-Avoidance of direct military confrontation, provided that major Soviet interests
are not detrimentally affected;'

-Hard bargaining in negotiations;

-Expansion of bilateral cooperation but with efforts to prevent a significant
opening up of Soviet society;

-Strenuous efforts to acquire advanced technology', soma- of which has significant
military applications; and

-Steady growth in military expeiiditures and an effort to enhance their position in
the overall balance of military power.

On the U.S. side, policy is directed toward seeking to reduce military tensions and
the risk of military conflict with the USSR in order to promote general international



stability and enhance our security and that of our allies. Several steps to that end are
already on the record, and the United States continues to hope that the Vladivostok
understanding of 1974 will be translated into an equitable treaty and that the
negotiations for Mutual and Balanced Force Reductions (MBFR) in Central Europe
will move forward. The Department fully supports the President in these efforts and it
is to be hoped that we can achieve equitable arms reductions as well as arms limitation
agreements, not only to increase stability and mutual confidence, but also to permit
restaint in defense Gutlays.

It would be misleading, however to pretend that U.S. objectives have been reached.
While the existing and proposed strategic arms limitation agreements are important
they do not themselves solve all the problems of strategic stability. Moreover, the
current negotiations must still deal with such contentious issues as the status of the
Backfire bomber and cruise missiles, MIRV verification, and the definition of heavy
missiles before other objectives can be achieved.

Negotiations on MBF R afford an opportunity to imorove the security situation in
Central Europe by achieving a more stable balance at lower levels of forces But there
are also serious potential risks involved which must be avoided. Only by giving these
negotiations the most careful consideration and engaging in thorough consultations
among the NATO Allies can security in Cent-ai Europe be improved and not
diminished. The U.S. approasih to MBFR takes into account the Soviet threat and the
disparities in the existing military situation. Of particular concern are the presence in
Central Europe of large numbers of Soviet forces and a Soviet/Warsaw Pact advantage
of more than 150,000 ground force personnel and 10,000 tanks, together with the
geographic proximity of the USSR. We have advanced proposals for withdrawals of
Soviet armored forces and U.S. forces in the first instance and subsequent reductions
to a manpower common ceiling between the two sides in Central Europe, together
with stabilizing and verification measure,. The Warsaw Pact has proposed an agreement
which would in effect codify the existing military situation favoring the Soviet Union
and her allies in Central Europe. We have recently advanced new initiatives including a
proposal to reduce U.S. nuclear armaments in Central Europe, in an effort to gain
Warsaw Pact agreement to our basic objectives. In the conventional competition in
Europe, we have seen recent increases in Pact manpower as well as a substantial
program of modernization for the forces deployed in Eastern Europe. These steps can
in no way be rationalized as responses to Westein defense measures in the area. Indeed,
the Kremlin appears to see no contradiction between detent. and increased military
strength.

Detente needs to be understocd1 for what it is: a word fo: the approach we use in
relations with nations who are not our friends; who do not sh.tre our principles; who
we are not sure we can trust; and who have great military power and have shown an
inclination to draw on it.

We seek to reduce confrontations to lessen dangers, to put relations on a somewhat
less precarious footing, to se, if there might not be some interests that we share. But
where East and West are concerned, we must not forget that in many of the most basic
matters, inc!uding the right to individual freedom, we are fundamentally opposed.
Detente, in short, begins with an awareness of basic political differences dangers, and
tension. Detente leans heavily on deterrence, and deterrence depends on our having a
strong and credible defense posture. President Ford has made this point on a number
of occasions by underlining that in strength there is peace; in weakness lies the risk of
war.

In this period of test,.ig whether a relaxation of tension is sustainable, mutual
confidence is bound to develop slowly. Confidence must be based on actions not
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hopes. If we are to make real progress in the reduction of tension, we must continue to
ensure that the use by the Soviets of their military weight to pursue political gains,
ideological acceptance, or crisis advantage remains foreclosed. There must be no
misunderstanding on this score. U.S. defense strategy and posture should be responsive
to major changes in the international environment, and especially sensitive to
fundamental changes in our relationships with other major powers. But we must not
delude ourselves into believing that these changes will occur easily or rapidly. Even in
this era of accelerated events, it would be a mistake to believe that after our
experiences of the last 30 years, Soviet-American relations can suddenly become
relaxed and amiable. We may hope to have left behind us the worst crises of the Cold
War and entered a period of relative civility, cautious negotiation, and armed stability.
But our relations with the USSR have not become so cordial and trusting that we can
view the future with equanimity or engage in incremental unilateral arms reductions

Rather, we should remain strong and vigilant, cuotinue to work toward carefully
formulated arms control agreements, accompanied by sound methods of verification
to bring about a reduction in uncertainty about future Soviet military programs Short
of such agreements-and to some extent even with them-we cannot escape relating
defense plans and programs to the capabilities of prospective opponents and the
contingencies which might arise in areas of interest to us.

b. Wsterm Europe

Although the Soviet challenge has expanded to global magnitude, we cannot
disregard the fact that it srongest dements are focused on Western Europe, the
region with which the United States has its oldest, strongest and most complex ties.
The maintenance of a stable, secure and confident Western Europe is vital to U.S.
security. The furtherance of our interests iaquires a Western Europe that is militarily
strong enough and confident enough to discourage attack from the East or to
withstand any such attack if it should occur. Western Europe must also be confident
of its ability to resist indirect coercion that could be applied by the Soviet Union in
lieu of overt attack.

Twice during this century. the U.S. has found it necessary to intervene in wars in
Western Europe in order to protect American interests and to preserve the civilization
from which much of our cultural heritage springs. In the aftermath of World War II,
we realized that a strong military deterrent in Central Europe, one that included U.S.
forces as well as European )rces, was necessary to prevent the eruption of yet another
war. In support of this objective we ended our traditional isolatioa, broke our historic
detachment from European politics and joined forces with our European allies in the
North Atlantic Treaty Organization.

Neither the importance of NATO nor the significances of U.S. participation in that
alliance has diminished with the passage of the years.

The U.S. force presence in Europe serves a number of purposes. First these
deployments help to deter a European war which would inevitably affect our security.
Second, they strengthen our tills with our allies and enhance their confidence b,
providin.i them with tangible proof of our commitment to their security. Third, they
provide a ready, inplace capability to meet aggression, should deterrence fail, and
increase the likelihood that, if conflicts erupt they can be limited and deterrence
reestablished.

Today, no less than in the past, our military strategy, and hence the structure of
our forces, must continue to support the NATO alliance. To do otherwise would be
seen by friend and foe as a step toward withdrawal to that outmoded concept of
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isolation. It would undermine the very strength and confidence that we have in
Western Europe, while encouraging the Soviet Union and her Wars,,w Pact allies to
exploit any weakness or division among our European allies.

Our unwavering support to Western Europe is all the more vital thi! year in view of
the political and economic developments in Europe. It is essential .nat we continue
our current efforts to improve the defensive strength that protect; Western Europe.
Through further support of programs to achieve greater standardization and
rationalization of defense effoits within NATO and by enhancitt ,Ie combat
capability of our forces in NATO (without increasing their total numbers) the United
States can demonstrate clearly its continuing commitment. The NATO Alliance is a
manifestation of the interdependence of U.S. and Western European security. We
should not lose sight of the fact that NATO protects the United States as well as
Western Europe.

There are some who hold the view that the Soviet Union's growing military power
will be affected by the continuing differences between Moscow and Peking. To a
degree, that may be the case, although the United States is not seeking to deepen or
exploit the differences. At the same time, we must recognize that the People's
Republic of China, despite its land mass population, long history, and rich culture.
does not possess the capability that the USSR does and that the USSR has already
managed to deploy strong nuclear and non-nuclear forces in the Far East without in
any way diminishing lts capability to threaten the United States Western Europe or
the Middle East.

It will be recalled that in 1970 our adjustment in the U.S. strategic concept for
general purpose forces-going from the so-called 2% to the 1% war strategy-took
acc,')unt of divisions between the USSR and the PRC. In subsequent years we reduced
our baseline active ground, naval, and tactical air forces to accord with the change in
strategic concept.

Whatever the original basis for the change in strategy, we have already extracted the
maximum amount of prudent savings from the Sino-Soviet split and should now
ensure that our forces are dequate to promote our Asian objectives It would be a
mistake to believe that the size of our defense establishment should be any more
sensitive than it already has been to this dangerous rivalry. With regard to our general
posture in Asia, as President Ford noted this past Pearl Harbor Day: "America, a
nation of the Pacific basin, has a vital stake in Asia and a responsibility to take a
leading part in lessening tensions preventing hostilities, and preserving peace. World
stability and our own security depend upon our Asian commitment." The President
emphasized six points in a Pacific doctrine that affects force planning. The points
were:

1. "American strength is basic to any stable balance of power in the Pacific. We
must reach beyond our concern for security. But without security, there can be
neither peace nor progress."

2. "Partnership with Japan is a pillar of our strategy."

3. A major premise "of a new Pacific doctrine is the normalization of relations
with the People's Republic of China the strengthening of our new ties..."
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4. "A...principle of our Pacific policy is our continuing stake in the stability and
security of Southeast Asia."

5. Peace in Asia "depends on a resolution of outstanding political conflicts." We
remain committed to peace and security on the Korean peninsula, "as the presence of
our forces there attests." In Indochina, "the healing effects of time are required." But
if the new regimes "exhibit restraint toward their neighbors and constructive
approaches to international problems, we will look to the future rather than the past."

6. Peace in Asia "requires a structure of economic cooperation reflecting the
aspirations of all the peoples in the region." This is especially the case since our trade
with East Asia "now exceeds our transactions with the European community.,
America's jobs, currency, and raw materials depend upon ties with the Pacific basin.
Our trade with the region it now increasing by more than 30 Fereent annually-
reaching $46 billion last year."

In sum, as the President stressed, "the United States is a Pacific nation," and he
pledged to "continue America's active concern for Asia and our presence in the Asian
Pacific region."

From our small number of facilities in Japan, South Korea, the Philippines and
Guam, our forces in Asia-some 150,000- can react in a prompt and measured manner
to achieve U.S. goals.

Japan, our principal ally in Asia, plays a vital role in maintaining regional stability.
Japan's ability to act as a political leader without large armed forces stems directly
from the protective umbrella provided to Japan by her security treaty with the United
States. Her sense of security is directly related to her confidence in the strength and
efficacy of the U.S. security commitment.

All the major powers of Asia have interests in the Korean peninsula where, for over
20 years, the United States has maintained its pledge to South Korea and helped keep
peace on the peninsula. Our ground presence has been tangible evidence of support to
the Republic of Korea, a formidable deterrent to North Korean attack, and a factor
helpful to dissuading either the PRC or the USSR from condoning or supporting such
an attack. Since the Japanese consider the security of South Korea to be intimately
related to their own security, U.S, support to South Korea is essential to stability in
Northeast Asia."

In South Asia U.S. objectives are to encourage peaceful relations among the nations
of the area and to discourage superpower competition and confrontation. We are also
interested in maintaining free transit through the Indian Ocean route from the Persian
Gulf to Japan and the U.S. West Coast. Periodically, we deploy naval forces to the area
t" support these objectives.

d. The Middleat

The Middle East is an area of paramount importance to the United States. A
renewal of Arab.Israeli hostilities could pose a direct threat to U.S. security,
particularly if it resulted in a major power military confrontation or another embargo
on oil to the West. Political and military instability within the Gulf area itself if it
were to disrupt the supply of oil, would be damaging to U.S. and allied interests.

Our objectives, therefore, are to encourage a just political settlement of the
Arab-Israeli conflict, to ensure the supply of oil from the area, to enhance U.S.
relations with the key nations of the area, and to limit Soviet influence in the area.



Current programs of security assistance are designed to provide the key states in the
area with the military strength to deter aggression. Our overall military strength plays
an important role in limiting Soviet influence and in assuring the nations in the area of
our capabilities to do so.

We seek to build constructive relations with the nations in the Persian Gulf with a
view toward encouraging regional stability and security. Our modest naval forces in the
Persian Gulf plus the Sixth Fleet in the Mediterranean are sufficient to support our
present objectives. We rely upon diplomacy and assistance programs to encourage the
nations of the area to support policies in our mutual interest. However, to be prepared
for unforeseen developments, current military planning for the area stresses flexibility
and the maintenance of a military capability to meet a wide range of contingencies
extending from symbolic support of U.S. diplomatic efforts to major conflict.

e. The Amwica

In the Western Hemisphere we seek a mature partnership with our neighbors in
common diplomatic and military endeavors. The defense aspect of this partnership is
to prevent the establishment of military power bases in the hemisphere hostile to our
common interests and to prevent threats to regional lines of communication. The
wider goal is to expand the degree of multilateral political and economic cooperation
among all nations of the hemisphere.

Allocation of U.S. resources to security assistance has materially helped and in the
future can continue to help us achieve our bilateral and multilateral objectives in the
hemisphere.

f. Africa

The involvcnent of conflicting major power interests the potential for instability,
the natural resources and the lines of communication which traverse the area serve to
make Africa an area of U.S. interest. From the perspective of national security, we are
primarily concerned with increased Soviet influence there which could affect NATO
security, especially along the Mediterrminean, or impact on U.S. interests in the Middle
East. At present, Soviet involvem; nt constitutes a significant challenge to U.S.
interests in only two areas beyond th6 Mediterranean littoral:

-[eepening Soviet military activity in Somalia, particularly its dpveloping base at
Berbera, will increase the flexibility of Soviet military operations in the Indian Ocean
and the Persian Gulf;

-Expending Soviet political and military involvement in Angola has encouraged
continuing instability in that new nation.

Notwithstanding our interest in this region, we do not plan for the use of military
force to support our policies. As in Latin America, minimal and selective U.S. security
assistance can help us contribute to stability in the area.

9. The Ocean

Although we are not so dependent upon the seas as other nations such as Japan and
Great Britain, the United States has significant and longstanding maritime interests
Many of the raw materials and energy sources vital to our economy reach us by sea
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and the seas provide essential links to our allies. The United States, together with its
allies, therefor- must maintain maritime forces that are capable of ensuring
unhampered use of the seas. We must be able to resist the naval and maritime forces of
the Soviet Union ind its allies, for they pose the primary challenge to our maritime
interests. Further we must ensure that neither friendly nor antagonistic governments
have cause to doubt our capability to use the seas or our determination to employ
seapower should this be necessary.

5. U.S. DEFENSE PROGRAMS

A strong U.S. military posture is a vital ingredient in deterring adventurism by
others in areas important to our interests and in providing the necessary incentive for
the Soviets and others to pursue policies of political cooperation and arms limitation
negotiations with us.

Specifically, our major defense programs seek to ensure the military capability of
the United States, in concert with its allies, to:.,

-Maintain a strategic balance with the Soviet Union;

-Maintain conventional combat forces which enable us credibly to deter, and if
necessary, to defend against a conventional attack in Europe and which are sufficient
to meet tho most likely threats to our security and that of our allies elsewhere;

-Maintain naval forces adequate to deter attacks on sea lines of communication,
project forces ashore and keep essential sea lanes open;

-Achieve a more stable military environment through negotiation of equitable arms
control measures.

In its defense planning, the United States is following two parallel tracks: we design
and deploy the forces necessary to maintain military equilibrium with the Soviet
Union and its allies, while at the same time we explore the possibility of achieving.
through mutual arms control agreements, a more stable balance at reducid levels of
forces.

In military planning, the United States seeks to develop forces that can respond to a
wide range of challenges and which are applicable with precision, control, and
restraint. This flexibility is crucial if U.S. forces are to be perceived by ourselves, our
allies, our adversaries, and the rest of the world, as providing us with the capability to
respond appropriately to a wide range of threats. Without such flexibility, the
deterrent would be degraded.

The difficult and classical force planning problem lies in deciding just how much
defense is enough. The details of the Department's solution to this problem are
reviewed in the bcdy of this Annual Report. It should be noted that we have proposed
only the most fundamental defense needs. For example, we do not program forces to
deal with every conceivable contingency. Nor with the exception of the strategic
nuclear forces, do we attempt to counterbalance potential enemies with U.S. resources
alone. One factor of importance in shaping our planning should be mentioned here.
During the past 30 years, not only have we seen a rise in U.S. external interests and an
expansion of Soviet military power, we have also witnessed an explosion in the
technology of warfare.
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a. The Impact of Technology

Prior to World War II, we could spend less than two percent of our GNP on defense
not simply because of the illusion of isolation but also because military requirements
appeared to be reasonably well understood and straightforward. Ground forces and
navies were the product of lonrg experience and gradual evolution. The increasing
mobility of the tank and the lorgrange firepower of the aircraft were beginning to
reshape the face of war, but even they were evolutionary platforms and had undergone
trials in World War I and subsequent conflicts. Force planning could be, and was
largely traditional and incremental although occasional and annoying innovators such
as airpower and tank enthusiasts threatened to disturb the customary patterns of
warfare by suggesting novel uses for newer military instruments.

Now, however, conditions are dramatically different. Because of technology we
find ourselves in the position of having to maintain three basic types of forces-
strategic nuclear, theater nuclear, and non-nuclear-and while the first two are more
specialized in the r functions than the third (and less costly), they add appreciably to
the burden of defense. Technology also obliges us to examine closely proposals for
totally new weapons, and frequently to replace old ones before the end of their
previously anticipated life-cycles. We know the phenomenon of "trading up" in the
automobile industry, but the pressures here are different With so much of current
military competition focused on qualitative improvements in weapons systems the
need grows stronger to stay abreast of the competitor, to avoid block obsolescence in
major capabilities, and to modernize systematically.

We have passed well beyond the era of improving the horse. Not only must we
contend with the awesome novelty of nuclear weapons space platforms, and exotic
sensors; we must also try to visualize, mostly without combat experience, the types of
campaigns that an enemy might attempt to conduct, and the weapons he might decide
to use. Only then can we seriously design our deterrent forces.

b. Strategic Nuclear Forces

Strategic nuclear forces occupy a unique position in the planning process. Owing to
the power of nuclear weapons, the high technology involved ir, modern delivery
systems, anQ the need to preclude the possibility of devastating surprise attack at
intercontinental distances, strategic nuclear forces must be shaped much more by the
specific capabilities of other nations and our deterrent goals than by the shifting
currents of international politics and the tactics of U.S. foreign policy.

The facts about the evolution of the Soviet strategic forces should be well known.
Their growsing technical sophistication-with h'gh-yield MIRVs and rapidly improving
accuracies-suggests a considerable interest in continuing force improvements and in
flexibility. It is likely, moreover that even within the limits foreshadowed by the
Vladivostok understanding, they will continue their rapid rate of strategi lorce
modernization which will improve the capabilities of their forces against a wide range
of targets.

Our basic obiactives continue to be credible deterrence and continued strattgic
stability. The conditions under which our main offensive forces satisfy these objectives
are when they:

-Contain a highly survivable second-strike capability that can, if necessary, retaliate
with devastating force agains: an enemy's basic economic and political assets,
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-Have the combination of warheads, accuracy, command-control and retargeting
capability so that, whatever the contingency, they can execute a variety of
second-strike attacks on military and other targets of value to an enemy, and at the
same time minimize collateral damage to civilian populations;

-Are known to be equivalent to the enemy's offensive forces in the important
dimensions of military power;

-Remain well.hedged, through active research and development programs, against
future vulnerabilities that an enemy might attempt to exploit.

The effectiveness of our strategic nuclear forces in providing credible deterrt.nce
and strategic stability continues to be of fundamental concern to the United States
and its allies. Without the foundation of our strategic forces the security and cohesion
of our alliances could be jeopardized. The United States, as the strongest nation among
the Western allies, bears a particularly heavy responsibility to ensure that its nuclear
forces protect our allies as well as ourselves, and that they avoid present and future
vulnerabilities. Deterrence needs to be comprehensive and credible., Too much is at
stake to tolerate or tempt the serious consideration by opponents of kan very high
risk attacks.

Under present circumstances, and by these standards, we believe that we have an
adequate strategic offensive force. Even after a well-coordinated surprise attack, the
United States could (if necessary) retaliate with enough power to destroy its enemy as
a modern, iunctioning society. Furthermore. because this retaliatory capability is
diversified among a Triad of offensive forces, the potential for unprecedented damage
is well assured.

At the same time, selected portions of our offensive forces are acquiring the
flexibility to respond to more discriminating attacks. Not only is our inventory of
preplanned options increasing; we are acquiring the retargeting and command-control
capabilities to respond rapidly to unforeseen events. No hostile and reck;ess power can
assume that our hands will be tied because our only choices in r. sponse to a limited
nuclear attack are inactivity or the holocaust. More appropriate options now exist. We
propose to go on refining them-and making systems improvements such as increased
accuracy-so as to ensure that any attack can be met by a deliberate and credible
response.

This degree of flexibility, which is strengthening and oroadening deterrence,
necessarily includes the option and the capability to strike accurately at military
targets, including some hardened sites. But it does not permit and our programs do
not aim to acquire, a disarminq first-strike capability against the USSR. Such an
objective is not even attainable at present because the Soviets themselves maintain a
Triad of offensive forces-along with massive active strategic defenses-that preclude a
successful simultaneous attack on all three forces.

We can pursue such a policy not only because of our non-aggressive stanlce in toIe
world, but also because our primary capabilities for second-strike counter-economic
and other types of targeting are currently well assured. In fact, p-ecisely for these
reasons, our strategic nuclear iurces are roughly equivalent to those of the USSR.
Despite the differences between the two offensive forces, the overall capabilities of our
forces-however measured-compare favorably with those of the Soviets.

Whether or not this basic equ.valence will continue through the next decade is the
most serious issue that we face in our decisions about our straltegic nuclear programs.
We must now move forward with force modernization programs which ensure the
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maintenance of a strategic equilibrium for the future and thereby support our SALT
objectives. Two difficulties we anticipate in this connection are of special significance.
The first is that our heavy bomber force ad SSBNs are aging. However, the B-1 and
Trident programs give us a sound basis for modernizing these two essential parts of the
strategic Triad.

The second difficulty is more profound. The modernization of the Soviet ICBM
force that is now underway will increase the vulnerability of the Minuteman ICBMs.
We would prefer to forestall any danger to both ICBM forces by mutual agreement.
But if we are unsuccessful on that score, we must decide what to do about Minuteman.
One superficially tempting option is unilaterally to pl'ase out fixed, hard ICBMs
without any replacement. However, that would heighten the vulnerability of our
other forces and deprive us of the tight control, retargetin w .f a-curacy that are such
important characteristics of the Minuteman. We would ),. d,- mnished the means to
respond to the more limited nuclear attacks with wh;J± we must be concerned, and
our deterrent coverage would be less complete.

The consequences of a mistake or a failure of deterrence are so appalling that we
cannot afford to ignore any significant vulnerabilities or prospective loss of capability.
Accordingly, we must ensure that we have enough warheads for 'a sec c dAtrike to
cover targets we deem important, and that we maintain the flexibility and control to
deliver them as directed by the President. In a world containing totalitarian and
antagonistic powers, vulnerable allies, and possible increases in nucleai proliferation,
the capability for controlled and deliberate responses is essential.

Although we seek greater flexibility for the strategic nuclear forcis, we recognize
that they cannot credibly deter all of the threats that could develop in the future, To
cover the full range of contingencies, we must maintain and strengthen our other
capabilities.

e. The GeAl pupoee Fomes

Our general purpose forces do not need to be coupled as closely to their
counterparts in the USSR as our strategic nuclear forces. In part this is because of the
major non-nuclear contributions made by our allies. But it is also the case because the
Soviets currently orient a significant iraction of their g 'rul purpose forces toward
the PRC. We therefore focus on maintaining two principal s.,rong deployments outside
the Western Hemisphere-in Central Europe and Northeast Asia-and on being able, in
conjunction with allies, to hold a forward defense line against a major attack in either
theater.

Of the capabilities currently deployed in the European theater, our NATO allies
provide a vast preponderance of the ground forces, most of the ships, and 76 percent
of the aircraft. A similar situation prevails in the other bastion of free world
strength-Northeast Asia. Without the contributions ot our allies, either we would have
to offset the military power of our adversaries entirely by ourselves-with much larger
defense expenditures than we are currently making- or we would have to redefine our
interests in much more restrictive terms and risk tht erosion of our own security.

The day has passed when, because of overwhe',ning U.S. strength, we could look
upon our mutual security treaties as guaranteeing ne security of others by the pledge
and the presence of the United States flone. We now depend on the defense
contributions of our allies to provide the main barrier to hostile expansion in both
Western Europe and Northeast Asia. Our general purpose forces are largely designed to
complement theirs.
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We believe that a conventional attack should be met by a conventional response,
but that we should also maintain a backup theater nuclear capability-not as a
substitute tor non-nuclear forces, but as a deterrent to the use of nuclear weapons and
as a hedge against failure of our conventional defenses. This is particularly important
in view of the extensive improvements in Soviet theater-level, nuclear-capable forces in
the European region, such as the development of the SS-X-20 IRBM and the
introduction of modern, dual capable aircraft to replace older tactical systems.

These objectives, which also support deterrence, stability, and a higher nuclear
threshold, require that we maintain some forces deployed forward in those theaters
where opposing strength already is or can readily be concentrated. We also maintain a
central strategic reserve in the Continental United States (CONUS), long-range
mobility forces, and the capability to protect our sea lines of communication.

It is essential that we maintain positions of strength both in Europe and in
Northeast Asia. Because both great theaters are of fundamental importance to the
security of the United States, we must size general purpose forces to assist in meeting a
major contingency in at least one of these theaters while we help to garrison a forward
defense in the other. But since we cannot preclude the use of the general purpose
forces in other theaters and for other purposes, the basic objective of our planning
must be to provide the forces to deter a major non-nuclear conflict, and in the process,
gain the flexibility to deal with lesser contingencies. With this approach, we place a
reasonable constraint on our force requirements while providi g a capability that is
sufficient, we believe, to deal with the most dangerous challenges of a volatile and
uncertain international environment.

In recent years, some countries where U.S. forces are stationed have reexamined the
terms of arrangements now in effect for the use of U.S. bases and facilities. As a result,
we are now engaged in renegotiating agreements with several host nations, such as
Spain, Greece, and Turkey. Although we believe that the outcome of these
negotiations will prove mutually acceptable, the terms of the new agreements are
likely to be shorter than in the past, and our freedom of use adjusted. The force
structure we have developed and the programs we propose take these changing
considerations into account.

Although general purpose forces are not tied to any single commitment or
contingency, and can be used as directed, the most severe test of their adequacy arises
in Central Europe. NATO faces a standing force of 27 Soviet and 31 East European
divisions, comprising close to a million men, a tactical air force of some 3,000 aircraft,
and what must be the largest concentration of tanks in the world. With little advance
preparation, this force could launch a substantial attack into Germany. After a short
period of mobilization and deployment, it could be substantially reinforced by
divisions and tactical aircraft from the Western Military Districts of the USSR. Thus
we face two demanding but conceivable contingencies: first, an attack launched with
little or no warning by the deployed forces of the Warsaw Pact; and second, an assault
undertaken with the main immediately deployable strength of the Pact after perhaps
only a few weeks of warning to NATO.

The United States would not have to face either of these contingencies alone. Allied
forces in the Central Region (excluding forces located in France, Denmark and the
United Kingdom) consist of about 600,000 men in the ground forces and about 1,300
tactical aircraft - not counting 7th U.S. Army and the United States Air Forces
Europe (USAFE). By most of the measures of effectiveness and force adequacy, these
allied divisions would not be able by themselves to halt an attack by the in.place force
of the Warsaw Pact. The four U.S. divisions and three additional maneuver brigades
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deployed in Germany, along with eight wings from USAFE, would make the critical
difference in ensuring that force and firepower ratios do not favor the Warsaw Pact to
an excessive degree.

This is not to say that the current mobilization day (M-day) situation is entirely
satisfactory. In the event it were subjected to a surprise attack, if the West had larger
ready forces with greater firepower and mobility, it would obviously lessen the risk of
a major breakthrough. We are adding two brigades to 7th Army for that reason. But
the bulk of any additional in-place capability will have to come from our allies Unless
such a contribution is forthcoming, our best judgment must be that while we cannot
have high confidence of stopping a surprise Pact attack, the Pact cannot have high
confidence of succeeding in one. Deterrence is served, but not as conclusively as it
might be.

To deal with the contingency of a Pact mobilization and deployment, NATO has a
reinforcing capability which, if brought to the front in a timely fashion, should be
adequate to conduct an effective forward defense. Although the Pact could deploy
three times as many tanks and a few more aircraft, NATO could actually have more
men in the theater and an edge in fighter-attack aircraft. Whether this would actually
be the lineup of forces depends critically on several factors: the time it would take the
Pact to deploy and organize such a large attacking force; the amount of warning
NATO would have of this effort and the speed of its reaction; and the ability of the
United States, in particular, to deploy its active divisions and air wings to Europe.

In light of what our allies are capable of doing, the United States needs to deploy a
substantial number of additional divisions and fighter-attack wings to the Center
Region in a relatively short time. If we could provide this force on line in a timely
manner, NATO would have the manpower, the force and firepower ratios the division
frontages, and the operational resources necessary to conduct a strong, sustained
defense.

The Department is providing the necessary number of active Army divisions for this
purpose and improving their deployability. The Air Force plans to fill its 26.wing
fighter.attack structure with additional aircraft to improve U.S. firepower still further
In order for us to have high confidence in our ability to deploy all the required ground
forces in time to meet a full Pact attack, we need to improve our airlift capability to
move outsize cargo.

We also face the problem that the length of a conventional war in Europe is quite
uncertain. Despite confident forecasts of a short, intense conflict, it is within the realm
of probability that we would have to sustain and support our forces in the Center
Region over a period of many months, as well as provide reinforcements to the
northern and southern flanks. How effective we would be in these functions depends
critically on the availability of amphibious forces, supporting airpower, logistic
resources and our ability to protect vital sea lines of communication.

In Northeast Asia we are concerned primarily about the military balance on the
Korean peninsula. North Korea has built up an impressive military capability and
devotes almost 15 percent of her GNP to military purposes. Her military forces are
armed with modern Soviet air and ground equipment. The North enjoys an advantage
over the South in numbers of tanks, artillery and modern aircraft.

The Republic of Korea (ROK) has also improved and strengthened her military
forces in the past decade. Her half million army is among the best trained forces in
Asia and is numerically superior to the North Korean army. Moreover, in the event of
attack from the North the ROK would be defending from prepared defensive
positions. On balance we believe the ROK is in a strong position to defend itself
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against the North if timely U.S. support is provided. While South Korea now finances
almost all its defense effort, it continues to need significant FMS credits to continue
its force modernization program.

Under the Mutual Defense Treaty with the Republic of Korea, the United States
maintains the 2nd Infantry Division as well as an Air Force tactical wing to
supplement ROK air capabilities. The U.S. forces support our overall security
objectives in Northeast Asia and are a stabilizing element in the area generally. As such
they are important to Japan's sense of security (which is also bolstered by th,- presence
of U.S. forces in Japan) and the continuation of moderate Soviet and Chinese policies
toward the Korean peninsula.

Although our naval and amphibious forces provide us with enormous reach and
flexibility, it is primarily in the context of a European contingency that we measure
their adequacy. It should be emphasized also that a war in Europe could spread to
other areas and that, even if the actual combat were more closely confined, we would
still be concerned with protecting the sea lanes to Northeast Asia, standing guard
against the Soviet Pacific fleet, and maintaining access to the Persian Gulf,

These tasks are demanding, but we believe that the combined U.S. and allied naval
forces could perform them at the present time. Our assessment indicates that our
forces remain at least equal to their counterparts in the Soviet Union and the Warsaw
Pact as a whole. The Soviet Navy, with surface sh;ps, submarines, and long-iange
aircraft, continues to maintain a powerful defense of Russian territory and nearby
waters against U.S. sea-based tactical air and amphibious forces. It also continues to
develop the potential to interdict U.S. and allied shipping. However, while NATO
would probably incur major losses in an antishipping campaign, these losses would not
be prohibitive - as far as we can tell - and the effect on our combat capability would
be severe but not crippling. Existing U.S. and allied sea control forces should be able
to take a heavy toll of the enemy's submarines and surface combatants and, within an
acceptable time, re-establish full control of sea lanes in the Atlantic and Pacific.

These conclusions are essentially the same as last year, and must be qualified in the
same fashion. The Soviets could do grave damage to our surface combatants if they
were to attack by surprise, and they might well be able to deny us, at least
temporarily, the use of certain seas, Moreover our ability to continue at even the
current level of effectiveness and protect the main sea lanes is directly related to a
modernization and expansion of the U.S. Navy. Without such a program, U.S. control
of the essential seas will inevitably decline.

d. Security Anigmst

Security assistance (which includes grant materiel assistance under the Military
Assistarce Program. credits and sales under the Foreign Military Sales Act, and
Security Supporting Assistance) continues to be an important instrument of U.S.
policy. In its early years, grant aid was used to strengthen collective security
arrangements against communist expansion by improving the conventional forces of
European and Asian allies. Since then, security assistance also has been -. d- to
maintain regional security arrangements, help promote recipients' internal security,
contribute to base rights and facilities for U.S. forces and, to a degree, increase U.S.
influence in recipient countries.

Grant aid has declined as more recipients have reached the point of economic
development where they can shift to Foreign Military Sales (FMS), either credit or
cash, and to commercial sales. 'i the past few years, cash sales have grown rapidly,
with the bulk of the increase ecurring in the Middle East.
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The change in character and in primary recipients of security assistance has raised
some serious questions regarding the need to continue grant military aid as a policy
tool and the wisdom of accepting the role of a major seller and exporter of defense
articles and services. Additionally, because the total of recent arms transfers is large
and because the materiel sought is often first-line equipment in demand both by U.S.
forces and by friends and allies, military exports should come generally from
production, or excess or overage equipment in order to avoid adverse impact on overall
Defense Department programs and resources.

An evaluation of security assistance suggests that it has on the whole supported
U.S. foreign policy. Security assistance has helped maintain a military balance between
NATO and Warsaw Pact in Western Europe and contributes to a stabilized balance in
Northeast Asia bu helping to deter North Korea. In the Middle East, military assistance
to Saudi Arabia and Iran has supported the development of regional becurihy in the
Porsian Gulf area and assistance to Israel has been vital to her security.

Military assistance does not result in the unquestioning support of foreign
governments for U.S. policies. Security assistance credits and sales are expected to help
further our security interests by providing recipient states with sufficient confidence in
their own military security to engage in regional political negotiations, and thus
decrease opportunities for the Soviet Union or any other power to intimidate them or
gain dominant influence over them.

The demand for articles and services (primarily through foreign military cash sales)
is likely to continue as nations acquire the means. The United States is dealing with
sovereign nations determined to establish their own defense requirements and who do
not wish to be told how to allocate resources. The United States supports multilateral
efforts including regional arrangements to limit arms transfers, but this is a sensitive
issue involving strongly held feelings of national sovereignty, and progress will be slow
and difficult. At the same time, we are decreasingly able, unilaterally, to influence the
arms acquisition policies of other nations because military materiel is available from
many communist countries and Western nations.

6. THE FOREIGN POLICY-MILITARY POSTURE RELATIONSHIP REVIEWED

The U.S. military force structure is derived from U.S. national security and foreign
policy objectives, our appreciation of the most likely threats to the achievement of
those objectives, and assessment of the military force that would be most effective in
preventing those threats from materializing, in overcoming them if they should arise,
or in generally sustaining U.S. diplomatic efforts to maintain a credible deterrent.

In strategic force planning, the pace and character of U.S. improvements are based
on the degree of success we experience in restraining a strategic arms race through
arms limitation ngotiations and on our estimates of what steps are necesary to
prevent Soviet strategic forces from upsetting the current strategic balance.

General purpose force planning is based primarily on our policies of deterring war
in Europe and Northeast Asia, and on the necessity to maintain the flexibility. to
protect major interests elsewhere in the world should they be threatened. The security
assistance program remains an important means of helping friends neet their own
security needs and undergirding our other foreign policies.

The defense posture has been developed to meet the military requirements of U.S.
policy as efficietitly as possible, recognizing the range of demands on total nationa:
resources.
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7. BUDGETARY NEEDS

Meeting the military requirements of U.S. foreign policy is a dynamic proce~s
created in part by changes in technology, military capabilities, and the international
situation. There are no grounds for slackening current defense programs. On the
contrary, our assessments strongly support the case for a properly focused real increase
in the resources devoted to our military posture.

A rough balance now exists at the level of the strategic nuclear forces and whatever
the ambitions of the USSR, essential equivalence is the foundation we must maintain.
If challenged, we and our allies have the resources to defend the two bastions of
Western Europe and Northeast Asia, and hold open the main sea lanes to our shipping
- although not without serious initial losses. To the extent thit we could meet these
two basic challenges, we should have in hand the capability to meet other and less
demanding contingencies. eut our posture, unless strengthened, has potential
vulnerabilities such as aging of forces and readiness which is lower than t should be.

Debates no doubt will continue on how to compare Soviet defense expenditures
with ours; differences will arise as to whether and ihen their outlays have exceeded
U.S. expenditures. Much or little can be made of the Sino-Soviet dispute and the hard
fact that the USSR has tripled its forces in the Far East during the past decade. What
cannot be in question, however, are these trends:

- Soviet defense expenditures have been increasing more or less steadily for more
than ten years;

-Soviet military power - nuclear and non-nuclear strategic and tactical
quantitative and qualitative - has been expanding, not contracting;

- Much of the expansion has taken place in the forces that constitute a direct
threat to the United States and its allies.

We ha,,e responded to these developments by extracting greater cumbat power out of
existing dtfense assets. If we are to maintain the necessary conditions of deterrence
and stability in the years ahead, we must provide real increases to the defense budget.
The need n,-w is not so much for expanded force structure as it is for the replacement
of aging systems and improved capability, readiness, and mobility in the structure that
is now planned.

B. The Defense Budget

Department of Defense budget totals are summarized in Tiahle 18-1:

TABLE 1B-1
FY 1975 FY 1976 FY 19TO FY 1977

Total obligational authority (TOA) 87,902 98,261 23,064 112.709
Budget authority (BA) 91,469 100,704 22,957 113,765
Outlays 86,019 91,200 24,600 100,100
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TOA and BA figures differ, largely because of the transactions of the roreign Military
Sales Fund.' Outlays (actuai spending) lag because of the long-lead times for
many items. TOA provides the most significant measure of the defense program. The
FY 19TQ figures shown above cover the period July 1, 1976 to September 30,
1976-the transition quarter necessary to convert to the new fiscal year. The
significant comparisons, of course, involve the full fiscal years.

As indicated above, TOA rose by $10.4 billion from FY 1975 to FY 1976. Most of
this increase was necessary to cover pay raises and price increases and to provide for
funding shortages in prior-year shipbuilding programs, limiting the increase in real
purchasing power to about $2 billion. TOA is projected to rise by $14.4 billion from
FY 1976 to FY 1977. About hai, of this increase is necessary to cover inflation (pay
raises and price increasel). The remxinder-RboLt $7 billion-represents an incream ir
real purchasing power, necessary to modernize weapon systems, to improve the
combat capability of existing forces, and to continue improvements in the equipage of
Army divisions and tactical air wings. The budget also provides necessary increases for
strategic forces, for continued development and initial procurement of the 8-1
bomber; continued development and procurement of the Trident missile and
submarine system; and for a range of other strategic system improvements which can
be deployed if necessary.

The budget, and the projections through FY 1981, reflect the continued resolve of
the President to maintain a defense posture sufficient to ensure that the United States
can fulfill its objectives of peace, mutual security and international stability. This
budget meets the test of national security needed for the United States and
demonstrates a steadiness of purpose and consistency of effort over time.

The increase in real purchasing power provided for FY 1976 is especially
noteworthy. Last year marked the reversal of a ten-year downtrend in baseline
resources, which reached a quarter-century low in FY 1975. This steady downtrend, in
the face of the Soviet trend discussed elsewhere in this report, is a source of deep
concern. To reverse the trend, the President proposed an FY 1976 budget that would
have provided in increase in real baseline resources from the depressed level of FY
1975. After Congressional reductions in the FY 1976 requests, a real increase of about
$2 billion has resulted. In this connection, it is important to note that some of the
Congressional reductions, such as those associated v. i the war in Vietnam, did not
affect baseline U.S. defense programs.

In speaking of an increase in real purchasing power in this report, it is important to
note that we use the conventional definition of that term-dollar increases over and
above those necessary to cover pay raises and price increases. The definition does not
imply an increase in manpower, which is in fact declining somewhat and then
stabilizing after 1978. Nor does it imply an increase in the force structure, which is
essentially stable. The term does not imply, necessarily, an increase in the number of
weapons. These increases reflect, primarily, qualitative improvements and the
provision of full materiel support to existing units. Modernization and enhancement of
this sort are essential to maintain a capability responsive to a mounting threat.
Equipment which is purchased to replace worn-out items must embody the technology
needed to match the increasingly sophisticated Soviet forces. This necessarily involves

Under the technical rules governing budgetary presentations, budget authority for this fund is the
net of orders received from foreign governments and cash collections from those gove'nments All
of these transactions will ultimately be p-id in full by those governments Under the technical
budgetary rules just described, though, there are large swings in budget authority from year to
year, quite aside from any changes in the defense program
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defense budget increments over and above those required to cover pay raises and price
increases. As noted, such an increment was provided from FY 1975 to FY 1976,
although less than required, and the FY 1977 budget requests the increase needed to
place us on a steady and orderly path of growth. For the period FY 1978-81, smaller
annual increments will be necessary, approximating the size of that provided from FY
1975 to FY 1976.

To achieve the necessary improvcments in military capability within existing fiscal
constraints, the Department is emphasizing its efforts to obtain greater efficiency
within the defense establishment. We will continue to seek opportunities for
economies through base closures and realignments, streamlining of headquarters
activities, and conversion of support resources into combat capabilities. Furthermore,
the Department is sharing in the general restraints upon which the President's overall
budget proposals are based. Examples include limiting military and civilian pay
increases; a cutback of 26,000 in civilian employment; reducing petroleum consump-
tion: holding new construction below FY 1976 levels; reducing the level of training for
certain National Guard and Reserve positions; cutting back travel and transportation,
with associated reductions in numbers of personnel; reducing various forms of
payments to personnel; phasing out the subsidies for labor and utility costs of military
commissaries; and moving toward fair-market rental values in amounts withheld for
occupancy of public quarters, If these actions-some of which will require legislation-
cannot be accomplished, then additiot.al amounts of about $2.8 billion or more would
have to be added to the FY 1977 budget totals projected here.

1. BASELINE FORCE TRENDS

In appraising the defense budget trend, it is necessary to allow for pay raises and
price increases, and to consider separately certain items which do not contribute to
current and projected U.S. military capability. These adjustments are reflected in
Table 18-2.

a. Current and Constant Prima

The top port of Table 18-2 shows TOA in current prices; the bottom portion shows
the data in constant (FY 1977) prices-that is, the amounts of dollars which would be
required had FY 1977 pay rates and purchase prices been in effect in all years Thus
the program which cost $80,148 million in FY 1973 would have cost $111.567
million at FY 1977 pay rates and price levels. Inflation has added about 30.2 percent
to defense costs over this period of 4 1/4 years. Details on the inflation assumptions
will be presented later.

Table 18-2 also reflects the items which must be treated separately in order to focus
on the baseline trend. The FY 1977 request includes $1,623 million (and the FY 1976
total includes $1,353 million) to cover funding deficiencies for ships in the FY 1975
and earlier programs. These amounts provide no new ships in the FY 1976 and FY
1977 programs. In order to compare program levels with other years, it is necessary to
deduct these amounts from the FY 1978 and FY 1977 columns. What remains, after
these deductions, are the new ships for FY 1976 and FY 1977, fully funded at price
levels now anticipated. In order to make the FY 1975 and earlier columns comparable,
the appropriate amounts must be added for these earlier years. (Some of these
adjustments would apply to FY 1972 and earlier years, not shown in Table 18-2) After
these adjustments, the comparable TOA line includes the approved shipbuilding
program for each year.

21



TABLE IB-2
TOTAL AND BASELINE PROGRAM - FY 1977 BUDGET

(TOA, $=Millions)

Current Prices 1973 1974 1975 1976 1977

TOA 80,148 85,061 87 902 98,261 112,709
Prior-year shipbuilding 135 768 1,308 -1,353 -1,623

Comparable TOA 80,283 8529 89,-210 96,908 111,086

Retired pay 4,392 5,137 6,239 7,326 8,434
MAP 1,126 3,310 1,550 1,518 1,177
Military functions, SEA 5,171 1,290 270 - -
Naval petroleum reserves - 68 118 -

Total, nonboseline 10,689 9,737 8,127 8,963 9,611

Baseline TOA 69,594 76.092 81,083 87,945 101,475

Constant (FY 1977) Prices

TOA 111,567 107,321 100,695 105,317 112,709
Prior.year shipbuilding 135 768 1 -1,353 -1,623

Comparable TOA 111.702 108,089 102,003 103,964 111,086

Retired pay 6,666 7,109 7,567 7 ,93 8,434
MAP 1,564 4,357 1,780 1,622 1,177
Militaiy tunctions, SEA 7,678 1,705 307 - -
Naval Ietroleum reserves - 79 128 -

Total, nonbaseline 15,908 13,171 9,733 9,743 9,611

Real baseline TOA 95,794 94,918 92,270 94,221 101,475

Nonbaseline items are grouped in Table 18.2. Military retired pay, a large and
growing budget item, does not add to current military capability.

The Military Assistance Program is included here because this program has included
large amounts in recent years of a special or one-time nature, which do not contribute
to U.S. military capability. Military assistance includes the large program for Israel in
FY 1974 and a smaller one in FY 1976, amounts for South Vietnam in FY 1975, and
other items. Aside from such special cases, the Military Assistance Program is fairly
stable. It must be carried separately in appraising the defense budget trend.

Incremental costs for the war in Southeast Asia financed under the military
functions heading (that is, not under military assistance) were $5.2 billion in FY 1973,
declining to $270 million in FY 1975 and, of course disappearing thereafter.

The program for Naval petroleum reserves is financed under another (nondefense)
budget heading in FY 1977 and thereafter. In the February 1975 projections, made in
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connection with the FY 1976 budget, the program was estimated to reach very high
levels under the defense heading in FY 1977 and later years. It is necessary that this
item be set aside here.

Nonbaseline items in current prices decline from $10.7 billion in FY 1973 to $8.6
billion in FY 1977. In constant prices, they decline from $15.9 billion in FY 1973 to
$8.6 billion in FY 1977, a drop of $6.3 billion or 40 percent. From FY 1976 to FY
1977, nonbaseline items grow by $648 million in current prices, but decline slightly in
constant prices. Changes in this area, while large in dollar terms, do not reflect trends
in real U.S. military capability.

b. Bawline Trend through FY 1977

After adjusting for pay and price increases, and setting aside nonbaseline items, the
baseline trend in terms of real buying power is shown in the bottom line of Table 18-2.
The real baseline trend since FY 1964 is summarized in Table IB-3.

TABLE IB-3
TOTAL BASELINE TOA

($=Billions, Constant FY 1977 Prices, Fiscal Years)

Total Baseline Total Baseline

1964 $ 115.4 $ 110.4 1971 $ 121.2 $ 97.2
1965 112.6 105.8 1972 116.5 98.3
1966 140.3 102.7 1973 111.6 95.8
1967 149.0 108.2 1974 107.3 94.9
1968 150.2 106.5 1975 100.7 92.3
1969 148.0 104.3 1976 105.3 94.2
1970 132.7 100.7 1977 112.7 101.5

By FY 1975, real baseline TOA had fallen to $92.3 billion-down about $18
billion, or one-sixth, from the pre-war FY 1964 level and at the lowest level since FY
1951. Even with the increase in FY 1976 and FY 1977, the FY 1977 program will still
be well below the levels of the peacetime 1950s and 1960s.

Real baseline growth of $7.3 billion is projected from FY 1976 to FY 1877. This
includes net increases of $1.6 billion for strategic forces, $4.5 billion for general
purpose forces, and $1.2 billion for the other major defense piograms. The major
changes are as follows:

-$1.6 billion for strategic forces, largely for the Trident missile and the B-1;

-$4.6 billion for other major procurement, including $2 billion for the Navy, of
which $1.9 billion is for shipbuilding; $1.1 billion for Army procurement to proceed
with the equipage and modernization of Army units and buildup of stocks necessary
for readiness; and $1.5 billion for Air Force prucurement including continued
procurement of the A-10 and F.15 and initial production of the F-16, plus augmented
readiness through procurement of necessary materiel;
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-$2.1 billion for operation and maintenance supplies and services, about half of it
for the Navy, to improve readiness and reduce maintenance backlogs;

-$0.8 billion for RDT&E, to proceed with modernization efforts of critical
importance, including development of a range of strategic force improvements which
can be deploved, should that prove necessary; and

-$1.9 billion, net, in reductions related to the constraints mentioned earlier. This
includes reductions of $0.6 billion in the civilian payroll, which help to offset the
O&M increases noted above; $0.8 billion in the military personnel area, largely related
to cutbacks in transportation and travel costs and other economies; and $0.5 billion in
military construction and family housing.

It should be emphasized that the $1.8 bllion in cutbacks is calculated in terms of
the pay rates and entitlement levels assumed to be in effect in FY 1977, which arc
themselves severely constrained. The projections as to pay rates and entitlements-
independent of the $1.8 billion in cutbacks-involve reductions of as much as $3
billion in payroll costs alone when compared to entitlements under present law or
earlier submissions. The total impact of these constraints and c tbacks is $5 billion or
more.

c. Comparison with FY 1976 Budget

During the last session of the Congress, the President's appropriation requests for
national defense were reduced by $8.3 billion. These cuts applied to the national
defense function as a whole, including the defense-related functions of Energy
Research and Development Agency and other agencies, and not exclusively to the
DoD/MAP budget. Some of these reductions involved budget authority (financing) but
not TOA. Moreover, it will be necessary (this is recognized in the budget resolution) to
provide additional amounts in the next session to cover statutory cost-of-living
increases for military retirees, plus higher pay increases for wage-board (blue collar)
employees than assumed in the FY 1976 budget as submitted. All told, our present
estimate of FY 1976 TOA is $6.9 billion below the estimate of a year ago.

In addition, it is important to note that not all of the Congressional reductions
impacted on the baseline program. This is summarized in Table 18-4.

The reduction of funds requested to cover prior-year shipbuilding deficiencies did
not involve deletion of any ships. This was merely a deferral of funding until later
years. The reduction for military assistance stemmed from the end of the war in
Vietnam. Taking account of these and the other items noted, the reduction in baseline
TOA was $4.6 billion, as shown in Table 18-4.

Thus, baseline TOA of $87.9 billion was provided for FY 1976, an increase of $6.9
billion from the FY 1975 level. Inflation (pay raises and price increases) is now
estimated at 6.9 percent from FY 1975 to FY 1976, a considerably lower rate than
the 8.4 percent estimate of last year. Even at this lower rate, inflation consumes most
of the dollar increase from FY 1975 to FY 1976, leaving a real increase of about $2
billion from the FY 1975 level.
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TABLE 1B4

FY 1976 TOA, $=Millions
FY 1976 Budget, Current
February 1975 Estimate Change

TOA 105,161a  98,261 -6,900
Prior-year shipbuilding -2,269 -1,353 - 916

Comparable TOA 102,892 96,908 -5,984

Retired pay 6,936 7,326 + 390
Military assistance 2,701 1,51S -1,183
Military functions, SEA 124 - - 124
Inveotory replenishment fund 300 - - 300
Naval petrc leum rcserve 240 119 - 121

Total, nonbawline 10,301 8,963 -1,338

Baselire TOA 92,591 87,945 -4,646

glncludes $477 million for stock fund war reserves, & ich, in accordance with prior budget
practi ewas not reflected sTOA in last year's submission, Such amounts are now shown
as TOA for all years, where applicable.

d. FY 1977 Budget Compariuion with Last Yew's Forecast

The FY 1976 budget included a forecast for the years FY 1977-80. The FY 1977
forecast was $116.6 billion, about $3.9 billion more than the present FY 1977 budget
request. In comparing these two amounts, it is necessary to distinguish between
baseline and other changes, as shown in Table IB-5.

The shipbuilding item relates to funding shortages for ships in the FY 1975 and
earlier programs. In February 1975, it had been planned to finance this entire item in
FY 1976. Because the Congress deferred a large part of this funding in action on the
FY 1976 request, and because the total requirement is somewhat greater than
projected a year ago, it is now necessary to include $1.6 billion for this purpose in the
FY 1977 request. This item has nothing to do with new ships in either FY 1976 or FY
1977, and must be set aside in making program comparisons.

There is a net decrease of $1,375 million for nonbaseline items. Retired pay is $520
million greater than forecast a year ago. This results largely from a cost-ct-living
increase in August 1975, and another now contemplated for March 1976. Under the
pay cap assumptions used in preparing the FY 1976 budget and out-year forecasts,
these increases were not taken into account.

The decline in military assistance and in incremental war costs derives, of course
from the end of the war in Vietnam.

Legislation proposed for the inventory replenishment fund was rejected in the last
session of Congress. Costs for expanded activities in the Naval petroleum reserves,
which are part of the national energy program, are now carried under another
(nondefense) budget heading.
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TABLE IB6

FY 1977 TOA, $=Millions
Forecast in FY 1977 Budget

FY 1976 Budget Request
(February 1975) (January 1976) Change

TOA 116,576 112,709 -3,867
Prior.year shipbuilding - -1,623 -1,623

Comparable TOA 116,576 111,086 -5,490

Retired pay 7,914 8,434 + 520
Military assistance 2,352 1,177 -1,175
Incremental SEA war costs,

military functions 134 - 134
Inventory replenishment fund 100 - - 100
Nava! petroleum reseres 486 - - 486

Total, nonbaseline 10,986 9,611 -1,375

Baseline TOA 105,590 101,475 -4,115

After all these adjustments, baseline TOA for FY 1977 is now projected at $4,115
million less than was estimated a year ago. This reflects reductions of $2,745 million
for personnel costs and $1,370 million for materiel.

The cutback in personnel costs results largely from the constraints listed earlier.
The major elements are as follows:

-$900 million, net, results from the fact that pay rates for FY 1977 are now
projected at lower levels than they were a year ago. Pay rates for military personnel
and for classified civil service employees are now projected at less than last year. Pay
rates for wage board (blue collar) employees in FY 1977 are now projected to be
higher than a year ago, in spite of very low raises now assumed in FY 1977 itself. This
is because pay raises in this area were not capped as of January 1975, as was planned a
year ago. The result of all these changes is that pay rates, for the personnel levels
projected last year, would be a net of $900 million less under present pay assumptions;

-$912 million results from reductions in personnel. Last year employment was
projected to continue at FY 1976 budget levels: 2,118,000 military personnel and
988,000 civilians, average employment. The current FY 1977 projections are for
average employment of 2,096,000 military personnel and 950,000 civilians. That
represents a reduction of 60,000 personnel., including cuts of 22,000 (1 percent) in
military personnel and 38,000 (4 percent) in civilian employment. These cutbacks
largely relate to the constraints and economies mentioned earlier. For example, the
reduction in the number of personnel moves (permanent change.of-station) produces a
reduction in military personnel requirements; and

-$933 million results from other personnel constraints and economies. This
includes cutbacks in travel and transportation costs, reductions in average grade
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decreases in the enlistment bonus, cutbacks in reserve activities and in annual drills for
the National Guard, elimination of dual compensation and administrative duty pay,
and other economies.

The remaining baseline cutback from the earlier FY 1977 forecast involves a
reduction of $1,370 million (2 percent) in the materiel area. As to this item, it should
be noted that purchase prices for FY 1977 are now projected to be somewhat lower
than they were a year ago. On the other hand, the baseline growth planned for FY
1976-the starting point for last year's projection-was not realized in full. Considering
these factors together, the baseline buying power now estimated for FY 1977 is less in
the materiel area than last year's projection would have permitted-and is still heavily
dependent, it must be emphasized, upon the assumption that present inflation
estimates will not be exceeded.

To summarize, then, the present FY 1977 baseline request is $4.1 billion lower
than the projection for a year ago. About $2.7 billion of this reduction is in the
personnei area, including an overall (military and civil service) personnel reduction of
about 2 percent. These reductions-if the assumptions hold-will not in themselves
have an adverse impact upon force levels or military capability. The remainder of the
reduction-S1.4 billion-is in the materiel area. This cutback will have some impact,
dependent to a large degree upon future price experience.

2. OUTYEAR PROJECTIONS

Projection: through FY 1981 are in Table 18.6.

TABLE IB-6

DoD/MAP, $=Billions (Current Prices)
Budget

TOA Authority Outlays

FY 1977 S 112.7 $ 1138 $ 100.1
FY 1978 120.6 121.0 111.4
FY 1979 130.0 130.3 120.0
FY 1980 139. 140.1 130
FY 1981 149.7 150.0 141.3

TOA and budget authority differ somewhat, as noted earlier, largely because of the
technical budgetary treatment of the trust fund for foreig.i military sales. Outlays lag
TOA owing to lead.times. The TOA trend is the important one for assessing the
defense program.

It is also neLssary to allow for inflation, and to sort out nonbaseline changes. Table
18-7, shown or the next page, presents the data in these terms. The reasons for the
shipbuilding adjustments and the setting aside of nonbaseline items have already been
explained. It will be noted that the shipbuilding adjustment is not a factor after FY
1977.
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In simpler terms, the TOA trend may be summarized as in Table 18-8.

TABLE IB.8

TOA, $=Billions

Current Prices Constant (FY 1977) Prices
Total B3seline Total Baseline

FY 1977 $ 112.7 $ 101.5 $ 112.7 $ 101.5
FY 1978 120.6 109.7 113.2 103.3
FY 1979 130.0 118.2 115,9 105.8
FY 1980 139.8 127.2 1189 108.6
FY 1981 149.7 136.4 121.9 111.4

The baseline program in constant prices (the column to the right) reflects a growth
of 4 percent per year in the materiel area, offset in part by the full-year effects of
personnel economies initiated in FY 1977, including increasing savings as the
commissary subsidy is reduced.

The steady increase in the materiel segment of the baseline program, over and above
the amounts needed to cover purchase inflation, does not involve an expansion in the
force structure nor an increase in the number of weapons. It reflects qualitative
improvements and the provision of full materiel support to existing units. Such
modernization and enhancement are necessitated by advancing technology and the
requirement to maintain an improved capability relative to a mounting threat. These
projections are based upon analysis of past trends in technology and costs. Their
adequacy tor future projections will be carefully reassessed in the months ahe-d.

Comparison with Earlier Projections

The FY 1976 budget included projections through FY 1980. These are compared
with the prosent projections in Table 18-9.

The reductions from last year's projections are quite substantial, amounting to over
$8 billion in FY 1979 and FY 1980. However, a significant portion of these are
nonbaseline reductions. The largest are for military assistance, related to the end of the
war in Vietnam, and for Naval petroleum reserves now carried under another
(nondefense) budget heading. Baseline reductions range from $4.1 billion in FY 1977
to $5.4 billion in FY 1979. These baseline reductions are summarized in Table 1B.10.

The personnel reductions are for FY 1977. They reflect a combination of lower pay
raise assumptions; the two percent strength cutback previously mentioned, associated
with civilian and military economies; and the continuation of other economies. The
new policy to curtail commissary subsidies will be fully implemented in FY 1979.
There are no major employment cutbacks beyond those to be initiated in FY 1977.
The remainder of the cutback is in the materiel area, as shown in Table 18-10.
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TABLE 18-9

TOA, $=Millions, Current Prices

FY 1977 FY 1978 FY 1979 FY 1980

February 1975 projection 116,576 127,841 138,275 147,910
January 1976 projection 112,709 120,623 129,983 139,819

Total reductions -3,867 -7,218 -8,292 -8,091

Nonbaseline changes:
Prior-year shipbuilding +1,623 - - -
Retired pay + 520 + 870 + 684 + 560
Military assistance -1,175 -1,158 -1,158 -1,158
Military functions, SEA - 134 - 141 - 147 - 153
Inventory replenishment

fund - 100 - - -

Naval petroleum reserves - 486 -1844 -2321 -2,307
Net nonbaseline changes + 248 -2,273 -2,942 -3,058

Baseline reductions -4,115 -4,945 -5,350 -5,033

TABLE 18-10

Baseline TOA, $-Millions

FY 1977 FY 1978 FY 1979 FY 1980

Personnel -2,745 -3,608 -4.113 -4,131
Materiel -1,370 -1,337 -1,237 - 902

Total baseline seductions 7 31 -4.945 -6,350 -5,033

3. PAY AND PRICE ASSUMPTIONS
In making any sort of comparison of defense spending, past and projected, it is

critical to have a clear understanding of the pay rates and price assumptions used. For

example, as shown in' Table 18-7, current dollar TOA is projected to rise by $69.6
billion Irom FY 1973 to FY 1981. Real growth accounts for $7.3 billion of that
increase; inflation consumes the rest. The impact of inflation is not only huge in dollar
terms; it is also extremely variable and difficult to predict. The estimates are subject to
change because of economic trends, which cannot he forecast very well, and because
of Congressional action or inaction on presidential proposals.

In addition to the normal hazards of projecting psy rates and price levels there are
a nurmbier of assumptions incorporated in these estimates which will require
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Congressio,)al approval. These include the proposal to phase out the subsidies for labor
and utility costs of military commissaries. That proposal will involve budget reductions
(in current prices) of nearly $400 million annually by FY 1979. Such economy factors
are treated separately in these summaries from pay rates and price increases, but
approval or disapproval of the proposal has a definite bearing upon the amount of
military capability which can be provided with a given number of dollars.

a. Pay Rates

Pay increases for military personnel and for classified (General Schedule) civi'
service employees are projected in Table I B-1 1.

TABLE IB-11

Civil Service

(GS) Military
(percent) (percent)

October 1, 1975 (in effect) 5.0 5.0
October 1, 1976 4.7 4.54
October 1, 1977 8,6 8.30
October 1, 1978 7.0 6.77
October 1, 1979 6.5 6.30
October 1, 1980 5.75 5.59

The 5 percent iiicrease on October 1, 1975, was projected in the FY 1976 budget.
However, for October 1, 1976 (the beginning of FY 1977), an increase of 8.75 percent
was pojected a year ago, as against the present estimate of 4.7 percent. The current
services budget for FY 1977; submitted in November 1975, reflected an increase of
11.5 percent on October 1, 1976.

The mthod for relating general schedule pay to rates in the private sector is to be
changed by administrative action. This will pro% (le for lower increases than the
methods used heretofore. The budget assumes that tnese raises will be constrained on
October 1, 1976, to provide not less than three percent and not more than five percent
for each employee. On this basis, the October 1, 1976 pay raise is estimated at 4.7
percent for general schedule civilians. The 8.6 percent raise on October 1, 1977 would
bring pay to full comparability under the new approach.

Under presen law, military personnel receive pay increases equivalent to those
provided to civil service employees under the general schedule. Thus, military
personnel received a five percent pay raise on October 1, 1975. This raise applied to
basic pay and the cash allowances for quarters (BAO) and subsistence. For personnel
occupying public quarters, the quarters allowance is not paid. These quarters
allowances are far below the fair market value of the housing occupied. It is planned to
bring them into line with the fair market rental on a phased basis, starting October 1,
1976. This will be accomplished by allocating a large portion of future pay increases to
the quarters allowance, and lesser amounts to basic pay and subsistence. For personnel
who do not occupy public quarters, there will be no dollar impact-they will receive
larger cash increases for BAG than under present law, and smaller increases for basic
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pay and subsistence, with a net increase overall. Personnel occupying quarters would
receive smaller cash amounts than at present, since they would forfeit the higher BAO
amounts. Overall, the effective pay increase (in cash) for military personnel would be
somewhat lower than for General Schedule civilians, as shown in Table IB-1 1, This
proposal, which would require legislation, would reduce the cash amounts required for
military pay raises by about $50 million in FY 1977 and by greater amounts each year
thereafter, reaching $385 million annually by FY 1981.

For wage board (blue collar) personnel, pay increases are projected as in Table
18-12.

TABLE IB-12

Percent

FY 1976 9.4
FY 1977 3.4
FY 1978 3.4
FY 1979 4.5
FY 1980 6.5
FY 1981 5.75

These increases are much different from those projected previously. The FY 1976
budget, and the projections made at that time, assumed that wage board incre.;.
would be held to five percent from January 1, 1975 through FY 1976, with an 8.75
percent increase in FY 1977. Pay raises for the July 1975-June 1976 period are
averaging nearly ten percent at annual rates. These higher rates are in effect
throughout FY 1977.

Legislation will be proposed to provide for changes in the manner of relating pay of
wage board employees to pay for comparable jobs in the private sector. Under the new
standards, the present pay for most employees would equal I, exueed t, pty rate! for
comparable private sector jobs. The legislation will propose that, during a transition
period, pay increases of not less than three percent will be granted. A few employees
will be entitled to larger increases. Thus, pay increases of 3.4 percent are proposed for
FY 1977 and FY 1978, with larger amounts thereafter.

b. Military Retired Pay

i'or military ratir~d pay, cost-of-living increases are projected in Table 18-13.

The March 1, 1976 increase (5.30 percent) is projected under prebent law. For each
of the later increases, present law would provide one percentage point more than
shown in Table 18.13-e.g., 5.43 percent instead of the 4.43 percent shown for
December 1, 1976. This is because legislation is being proposed to delete the one
percent increment, over and above the measured increase in the cost of living, which is
now provided with each retired pay adjustment. Th;s proposal will significantly reduce
retired pay costs below what they would be under present law. The reduction is
estimated at $112 million for FY 1977, growing to S559 million by FY 1981.
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TABLE IB-13

Percent

March 1, 1976 5.30
December 1, 1976 4.43
September 1, 1977 4.46
June 1, 1978 4.40
March 1, 1979 4.00
July 1. 1980 3.98
June 1, 101 4.08

Retired pay is alzo influenced by the smaller raises proposed in military basic pay,
since retired pay is based upon the rete of basic pay when the member leaves the
service, Pay raises w;! be constrained to 4.5 percert in FY 1977, returning to the new
comparability level in FY 1978 and thereafter. I , instead, pay were to be at the new
comparability level in FY 197i cnd be maintained at coniparability thereafter, retired
pay would be $5 million greater in "Y 1977 than now projucted, and would be $26
million greater by FY 1981.

The first two items involve reductions in retired pay costs below what they would
be under present law. Legislation is also being proposed to modernize the retired pay
system, which would involve higher outlays in the FY 1977.81 period but lower costs
in the long run. This legislation would add $40 million to retired pay costs in FY
1977; $154 million in FY 1978; $131 million in FY 1979; $119 million in FY 1980;
and $93 million in FY 1981.

c. Purchase Price Increases

Through Dccember 1975, thes. increases are determined on the basis of an index
maintained by the Department of Commerce. Prt jections aftei that date are developed
by using factors furnished for this purpose by the Office of Management and Budget,
and represent the official forecasts of the GNP deflator.

On this basis, the trend in prices of goods and services purchased from industry is
projected in Table 18-14.

TABLE IB-14

Outlays TOA
(Percent) (Percent)

FY 1973 to FY 1974 11.2 12.7
FY 1974 to FY 1975 17.6 11.8
FY 1975 to FY 1976 7.4 7.0
FY 1976 to FY 1977 (15 mos.) 7.9 7.2
FY 1977 to FY 1978 6.2 5.4
FY 1978 to FY 1979 5.3 4.6
FY 1979 to FY 1980 4.3 4.1
FY 1980 to FY 1981 4.0 4.0
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Inflation rates for 'OA differ from those four outlays because TOA spends out
over several y'ears Thus, for example, TOA granted for FY 1973 will be spent over the
period FY 1973-77 TOA granted for FY 1974 will spend out over the years FY
1974.78. In developing the TOA inflation rate from FY 1973 to FY 1974, it is
necessary to consider outlay inflation rates over all these years.

d. Summary of Pay Raises and Price Incrases

Table IB. 15 shows a sunmmary of the pay raises ard price increases by year from FY
1973 through FY 1981, under the pay and price assumptions used herein.

The pay raises indicated iarlie. are reflected in the pay data. The figures in Table
18-15 take account of the number of months during each fiscal year that the pay rates
are in effect. For example, the October 1, 1975 pay raise (five percent) was in effect
for n.ae months during FY 19)6, tut will be in effect ior all 12 months of FY 1977,
The October 1, 1976 pay raise (4.7 percent) will also be in effect for all 12 months of
FY 1977. The icrease ftom FY 1976 as a whole to FY 1977 as a whole for General
Schedule umployeos is therefore six percent, as shown.

(he militarV pay base reflects these annualizing adjustments, the assumptions with
respect to quat me.rs allowances described .,i her, and the employer share of the social
security tax, which rises faster than the remainder of the pay base.

The bottom of the table shows composite totals. These totals are summarized in
Tablh IB 16. and ar, compaied to the most common moasitres for measuring the
impact of inflation

The defense piolections (the two right columns) and thp official forecasts for the
economy as a whole anticipate much lower rates of inflation for the years FY 1977 81
than occurred oi the FY 1973 77 period.

The relationships among the measures vary from one year to the next. Over the
period FY 1973 7/ as a whole, inflation estimates for the defense budget are slightly
higher than for the GNP deflator, about equal to the Consumer Price Index, and far
below the rate of inflation on wholesale prices. For the period FY 1977 81, the
inflation estimates for the defense budget are slightly higher than the official
proleclions of the GNP deflator and the Consumer Price Index

For FY 1976.77. of most significance here, the projected outlay inflation rate for
the defense budget (7.7 percent) is almost identical to the official forecast of the GNP
deflator (7.6 percent) aid the Consumer Price Index (7.5 percent).

The defense inflation rate is, of course, strongly influenced by pay raise
assumptions. In this connection the relationship between pay raises and the Consumer
Price Index (cost ,I living) is an important one to bear in mind. For example, Table
18 17 shows trends i pay rates for classified civil service employees (white collar, or
General Schedul') and the Consumer Price Index.

Thus, over the four years through FY 1977, pay raises lagged thecost of living.
There were shar p drops in real income. Some of this is projected to be made up in the
priod FY 1917 81. rhis is an intipo, tant point to bear in mi.,d in appraising the
defense inflation rates relative to others, and. in particular, in connection with the pay
raise assumptions for FY 1977.
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TABLE IB-16

Consumer Wholesale Composite DD

GNP Price Price Oeflators
Deflator index index TeA Outlays

(Percent) (Percent) (Percent) (Percent) (Percent I

FY 1973 74 8.1 39 16.1 10.3 9.4
FY 197475 103 11 1 16.9 101 125

FY 1975.76 6.2 7 3 62 69 70
FY 1976 77 415 months) 76 75 8.7 7.2 77

Compound total, rY 1973 77 369 396 56.8 39.2 41.8

FY 1977-78 62 5 9 68 66 72
FY 1978.79 5.3 5.3 NA 5.2 5 7
FY 1979180 43 44 NA 48 50
FY ISO81 4.0 40 NA 4.5 4.5

Compound total, FY 1977-81 21.4 211 NA 22.8 243

TABLE IB-17

General Schedule Consumer Price

Pay Rates Index (CPI)

(Percent) (Percent)

FY 197374 6 1 8.9
FY 1974.75 5.4 11.1
FY 1975-76 5.1 7.3
FY 1976-77 (15 months) 6.0 7.5

Compound total, FY 1973-77 24.6 39.6

FY 1977.78 8.6 5.9
FY 1978-79 7.0 5.3
FY 1979.80 6.5 4.4
FY 1980-81 5.8 4.0

Compound total, FY 1977 81 30.9 21.1

4. HAZARDS IN ESTIMATES AND ASSUMPTIONS

The defense budget for FY 1977 contemplates real baseline growth of some $2

billion from FY 1975 to FY 1976, further growth of $7 billion from FY 1976 to FY
1977, and smaller increments of growth through the years to FY 1981., It must be
emphasized, however, that this budget, the out-year projections, and statements such
as those just noted concerning real buying power, are based upon certain critical
assumptions. These assumptions must be clearly understood, because they are of
central importance in appraising this budget and the out-year projections.

It is assumed here that the economy-wide rate of inflation for the period FY
1977-81 will be about half that for the period FY 1973-77. Should the inflation rate
on industry purchases be just two percent per year more than projected, it would still
represent a significant improvement as compared with recent price experience. But if
that should occur: (a) there would be sharp real defense decreases in the out-years
rathui than moderate increases, with the dollar totals now projected; (b) the increase
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in real defense buying power from FY 1976 to FY 1977 would be sharply reduced;
and (c) the apparent increase from FY 1975 to FY 1976 would disappear. The dollars
provided for FY 1976 simply would not buy as much as we now assume they will.

It is assumed that pay raises will be low for FY 1977: 4.7 percent for white collar
workers and 4.5 percent for military personnel on October 1, 1976, and 3.4 percent
for wage board (blue collar) employees during FY 1977. If, instead, pay raises were
assumed to be at the new comparability line, with no change in the law governing wage
boards, FY 1977 pay costs would rise by some $0.8 billion. If, alternatively, the FY
1977 pay raises reflected in the current services budget (submitted in November
1975) were to take effect, pay costs would be some $2.6 billion greater than shown in
FY 1977.

Annual defense expenditures are divided about equally between pay for military
and civilian personnel and purchases of goods and services. Each half is treated
differently with respect to inflation in developing the budget. As inflation and
productivity improvement affect private sector wages, defense manpower costs
increase. Nonetheless, the inflation problem is primarily a question of how the
purchase of goods and services from the private sector is funded because pay rate
increases have in the main been covered by appropriated funds.

Not all proposed purchases in defense budgets include allowances for inflation. For
example, 48 percent of the $59.4 billion of requested purchases in the FY 1976
budget submission contained no allowance for continued inflatiun after budget
preparation. In accordance with Office of Management and Budget rules, these
purchases were priced at the actudl prices current in the late summer and early fall of
calendar year 1974 when the FY 1976 budget was prepared. Yet, these funds will be
spent, on the average, almost two years later, and the total accounts will be
underpriced by the amount of all the inflation that occurs during those two years.
Furthermore, the FY 1977 budget may be affected even more severely by the impact
of a zero inflation allowance for almost half its purchase funds. Owing to the impact
of the fifth transition quarter in FY 1976, its funds will spend out, on the average,
even further from the price levels current at its preparation.

In the case of those accounts that do include an inflation allowance, the
underpricing problem has been exacerbated by the way that the budget authority
granted to Defense by Congress becomes translated into actual outlays of cash. Only
about 40 percent of the funds for defense purchases authorized in any specific budget
are actually spent during the fiscal year of that budget. This means that, in reci'nt
years, most of the expenditures in any specific year were authorized by budgets that
had been prepared as many as four and five years in the past when no one was
projecting the rates of inflation we experienced in 1974 and 1975.

Over half of the funds that Defense will actually spend in 1976 for purchases are
based on estimates prepared in or before the summer of 1973. This was before the
nation began to experie,,ce hig1, unanticipated inflation.

Taking into account both those items with no allowance for forward pricing and
those that include inflation allowances, and if the inflation rate for FY 1976 is only
six percent, Defense outlays for purchases in FY 1976 would still be underpriced by
about $2 billion. That is, Defense would be short about $2 billion in the funds to
purchase the goods and services requested in the FY 1976 budget and approved in
prior year budgets which spend out in FY 1976. If an inflation rate of eight percent
were to occur, we would be short about $3 billion in FY 1976.
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To add another perspective, the President's budget lists the following steps being
taken in the area of economy and efficiency:

-Restrain the growth in compensation levels;

-Eliminate 26,000 civilian personnel positions by consolidating headquarters and
other base facilities;

-Phase out subsidies for the operating costs of military commissaries over a three
year period;

-Eliminate dual compensation of Federal employees on active duty for training
with the National Guard or Reserve;'

-Reduce temporary duty and permanent change-of -station travel;

-Reduce petroleum consumption for proficiency tlying programs through greater
use of smaller aircraft and ground training aids;

-Reduce the scope of the civil defense program, while continuing to support
nuclear attack preparedness activities at the state and local level;

-Hold new construction below 1976 levels; and

-Reduce the paid drill strength of the Navy Reserve by 40,000.

If these actions are not approved, then $2.8 billion would have to be added to the
FY 1977 budget.

In more detail, some of the actions proposed in this budget are:

-The housing system of the Department of Defense will be reformed gradually to
eliminate inequities between the value of housing directly received and the allowances
provided in lieu of housing. As a first step, future military pay raises will be allocated
differently among the various pay components;

-Enlisted bonuses are being reduced, and the need to extend legislation authorizing
annual bonuses for physicians as a recruitment and retention device will be
re-examined;

-Legislation to replace the basic pay of cadets at the service academies with a
method of compensation more appropriate for students-the payment of expenses plus
a monthly allowance-will be requested;

-Congress will be requested to enact the Defense Officer Personnel Management
Act. This act is designed to match better the military work force with job
requirements, in terms of rank and length of service;

-New personel policies will reduce the costs of military travel and the adverse
effects of frequent transfers on the morale of military personnel and their dependents,
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-Training times will be reduced, personnel will be assigned to permanent duty
stations as soon as possible after training, and training sites will be consolidated where
feasible;

-Legislation has been proposed to rform gradually the career incentives in the
military retirement system. Legislation is also proposed to revise the formula for the
cost-of-living adjustment for civilian and military retired pay. This will eliminate

provisions that increase annuities by one percent more than the Consumer Price Index
increase; and

-Legislation will be proposed to reform aspects of the law governing wage-board
pay rates which result in Government civilian blue-collar workers earning more than
their non-Government counterparts.

The dollar impact of all this is obviously very large. Using certain assumptions as
noted, the President's budget indicated that the FY 1977 budget would have to be
increased by $2.8 billion if these actions were not taken. If, alternatively, the
Department were to make the same FY 1977 pay assumptions as in the current
services budget, this margin would grow to $4.5 billion for FY 1977.. If, in addition, it
were assumed that purchase inflation would be just two percent a year greater than
now projected, the margin would swell further to $7 billion for FY 1977 alone and the
required add ons would be much greater in the out-years.

These matters are emphasized to underscore the critical importance of favorable
action in the pay area and in connection with the other legislative proposals and
economy actions incorporated in the President's FY 1977 budget. If favorable action
is not taken on the President's overall proposals this would add large amounts to
defense budgetary needs, both directly and indirectly. Direct add-ons would be
necessary in the pay area, for example, and in the many other areas discussed,
Indirectly, higher rates of inflation would add greatly to our budgetary requirements.
It is simply not feasible, consistent with our national security needs, to absorb large
additional amounts of inflation within the restrained totals presented here.
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II. STRATEGIC NUCLEAR FORCES

The Department of Defense is requesting TOA of $9.4 billion to cover the direct
cost of our strategic nuclear forces in FY 1977., This total includes about $3.7 billion
for investment. The increase over the FY 1976 request is due primarily to proposals
for the production of the B-1 bomber and the Trident I missile system. Beyond FY
1977, total direct fundings for the strategic forces is expected to grow at an annual
rate of about three percent in real terms, primarily owing to the need to continue
modernizing those bomber and missile forces originally procured in the 1960s.

The current request should be put in context. During the early 1960s, when the
U.S. was first buying the major part of the current generation of strategic offensive
forces and replacing older long-range bombers with ballistic missiles, Defense spent
over $20 billion a year (in FY 1977 prices) to cover the direct costs of this essential
program. Since then (as shown in Chart IIA-1), on the average, the strategic budget has
declined at a rate of about five percent a year in real terms - partly beca ;se of
decisions by the Executive Branch on relative defense needs, and partly as a result of
Congressional actions.

CHART IIA-1
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In FY 1976, about $7.3 billion was requested to cover the direct cost of
developing, purchasing, and operating the strategic nuclear forces. Of this total, some
$3.3 billion went to R&D and procurement. This was the lowest level of funding (in
constant dollars) proposed for the strategic forces in the last 15 years (as shown in
Chart I IA-2 on the following page).

During this same period, the U.S. maintained a roughly constant level of offensive
launchers and modernized its strategic capability through gradual and evolutionary
change. This record underscores the restraint the U.S. has shown in the strategic
competition.

Both the SALT agreements of 1972 and the Vladivostok understanding of 1974
indicate the continuing U.S. desire to place restraints on the further evolution r" the
strategic nuclear forces. As a nation, we would welcome equitable reductions in
offensive capabilities at the earliest possible time. But no nation should mistake our
desire to achieve equitable reductions for weakness. Whatever the circumstances, the
United States will maintain an adequate strategic nuclear posture.

A. Basis for the Strategic Nuclear Forces

Without the foundation of adequate strategic nuclear forces, the United States and
its allies cannot hope to deter aggression and contribute to some semblance of
international stability. That much should be well understood and agreed. At issue are
the measures of adequacy,

1. THE PROBLEM OF OBJECTIVES

In the first five or more years after World War II, the United States regarded these
forces as the main weapon in its defense arsenal and depended on them heavily, at
least rhetorically, to deter a wide range of contingencies, non-nuclear as well as
nuclear. Thereafter, it became evident that they did not have all.purpose utility.
Although they still have other roles, their fundamental function is to counter the
strategic nuclear capabilities of the USSR. Without a major strategic nuclear force in
the armory of the free world, none of the other capabilities maintained by the United
States and its allies would count for much. In the absence of U.S. ballistic missiles and
long-range bombers, and the shadow they cast, the temptation to adventure and
aggrandizement would be even greater than is now the case.

While many may wish that nuclear weapons had never been invented, the dangers of
their presence are offset to some degree by the fear and uncertainty they inspire.
Winston Churchill attempted to capture this paradox when he noted: "It may be that
we shall by a process of sublime irony have reached a stage in this story whei - safety
will be the sturdy child of terror, and survival the twin brother of annihilation."

Churchill may have been trying to make the best of a bad situation, but
others - less illustrious - have argued that the paradox could be exploited by the
proliferation of nuclear weapons, so that every nation could threaten great damage and
ensure survival thereby. And, as nuclear proliferation occurs, although not at a rapid
rate, the United States must address this vulnerability.

The acquisition of a large and diversified nuclear capability by the USSR has had
especially profound and negative effects on U.S. security. Within agreements and
without agreements, with detente and without detente, with restraint on our part and
without it, the Soviets have pressed forward with the development of their forces. A
comparison of the U.S. and Soviet force levels, present and projected through
mid.1977, is shown in Table IIA-1.
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TABLE IIA-1

U.S. AND USSR STRATEGIC FORCE LEVELS

Mid-1975 Mid-1976
U.S. USSR U.S. USSR

Offensive

ICBM Launchers
Operational 1 2 1054 1600 1054 1500
Others 0 0 0 0

SLBM Launchers
Operational ' 656 730 656 850
Others 0 0 0 0

Long Range Bombers 4

Operational s 497 160 421 180
Others 6 112 170 184 175

Force Loadings s
Weapons 8500 2500 8900 3500

Defensive 9

Air Defense
Surveillance Radars 59 4500 61 5500
Interceptors 10 412 2600 315 2600
SAM Launchers ' - 10000 - 10000

ABM Defense
Launchers 36 64 100 64

lincludes on-line missile launchers as well as those in the final stages of construction, in
2overhaul. repair, conversion and modernization.
De not include test and training launchers, but, for the USSR, does include launchers

3at test ranges which are probably part of the operational force.
Includes launchers on all nuclear-powered submarines and, for the Soviets, operational
launchers for modern SLBMs on G-Class diesel submarines.

4The following long-range bombers are placed in this category: for the U.S.: B-52s,
FB- 11, and B-1; for the USSR:, Ber, Bison, Backfire.

61ncludes deployed, strikeconfigured, aircraft only.For the U.S., includes bombers for RDT&E and in reserve, mothballs and storage. Forthe USSR, includes all variants of Bear, Bison and Backfire (tankers, ASW, trainers,
7reconnaissance, etc.) wherever located.
7Represents the maximum number of aircraft assuming no cannibalization.
Total force loadings reflect only those independently.targetable weapons aociated with
on-line ICBMs/SLBMs and UE aircraft. Weapons reserved for restrike and weapons oninactive status are not includd.

9,Excludesradars and launchers at test sites or outside CONUS.These numbers represent Total Active Inventory (TAI).
'These 10,000 launchers accommodate about 12,000 SAM interceptors. Some of the
launchers have multiple rails.
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What we must recognize in these circumstances is that even within the constraints
of SALT, the United States must remain competitive not only in strategic nuclear
capabilities but also in technological improvements. While we continue to seek further
progress in the control of strategic arms, we must still plan and prepare for such
possibilities as strategic nuclear threats or even attacks on the United States and its
allies; continued nuclear proliferation which could cause new and different dangers for
us; short-term vulnerabilities that a crisis might expose, and long-term weaknesses that
an opponent might try to exploit; miscalculations that could bring us to the brink of
hostilities.

The lead.times associated with the development of strategic nuclear forces require
prudenca in planning ahead. It takes up to 18 months to prepare a missile silo, around
two and a half years to build a B-1, and about four years to construct a Trident
submarine. Faced with these lead-times, and a still longer cycle of R&D, we must
estimate future trends and design appropriate forces. Current technology does not
permit us to delay selection of an appropriate counter until an opponent has
developed and fielded an improved system. We must decide now what systems we
should deploy in the 1980s, and build into the U.S. nuclear posture enough
adaptability to cope with unforeseen events.

These trends shape the objectives that we consider desirable and feasible to achieve
with our strategic nuclear forces. The first and obvious objective is to deter nuclear
attack or the threat of such attack, No nation has a greater stake in the avoidance of
nuclear war than this one. The main challenge is not when and how to use nuclear
weapons - although we cannot ignore their possible use - but how to deter the use of
nuclear weapons by others without the sacrifice of U.S. rights and interests.

A second objective is to strive at all times for stability in the relationship between
the strategic forces of the United States and the USSR. We seek a situation in which
neither side will see any advantage in initiating the use of strategic forces.

!n addition to deterrence and stability, we must assure that others understand
clearly the nature of the strategic relationshp. Whether we seek precise equalit or
rough equivalence, it is to the interest of everyone that there be no misapprehensions
or miscalculations, no bomber or missile gaps, no need for abrupt and unsettling
efforts to correct some unforeseen vulnerability. A strategic balance now exists; all
interested parties should see that it is in their interest that it continue to exist.

Even though the future is uncertain, lead-times long, and forward information
uncertain, we must plan for deterrence and stability in the years ahead. While our
objective should be flexibility and the maintenance of important options for
improving and diversifying our strategic forces, we should work to improve the
chances for further arms control. Finally, we should seek to attain our ends at the
minimum feasible cost.

Deterrence and stability represent our basic strategic objectives. But the level at
which they are achieved depends to a large extent on the other side. We ourselves
would have been willing to forego further improvements in these powerful forces on
conditions of reciprocity; and we would welcome decreases on both sides provided
that equitable and verifiable measures can be negotiated. We intend to remain
prepared, but we are prepared to negotiate.

2. THE CONDITIONS OF EFFECTIVENESS

These objectives do not represent any departure from the past. Most thoughtful
Americans have agreed and will continue to agree on them. What appears to be at
issue, and what must be considered with the utmost gravity, is the specific set of
conditions that tend to satisfy our objectives.
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a. Deterence

To consider these issues, it is essential to define the requirements of deterrence. It
should be evident, in this connection that deterrence is not something that comes
about of its own accord. Before we can have deterrence, we must demonstrate a
capability to act, the ability to act effectively, a credible plan to act, and the will to
act according to plan with the available capability. Only when we meet these
requirements can we say that an opponent confronts a credible deterrent.

Whether an adversary will be dissuaded from hostile acts by such a deterrent cannot
be certain. While we cannot put ourselves in the minds of our rivals there have been
instances where opponents were willing to run high risks in order to achieve their
objectives. Hence, where the stakes are so large, we must ensure to the degree possible
that a response unacceptable to an adversary and tolerable to us will follow his action.
Before our deterrent can be credible to him, it must be credible to us.

b. Assured Retaliation

Once the need for a credible deterrent has been accepted, the specific conditions of
credible deterrence become more apparent. No one doubts that, at all times, the
United States must have some minimum force which can survive even a well-executed
surprise attack in adequate numbers to strike back with devastating force at an
enemy's econo'nic and political assets. Such a force is essential not only as the basic
deterrent, but also as a capability that can be withheld so as to deter any attack on
U.S. and allied cities and population.

The precise size and composition of this surviving force is always a source of some
discussion. There seems little question, however, that it should be diversified,
redundant, based on conservative assumptions about enemy effectiveness on a first
strike, and capable, on a second strike, of delivering a substantial megatonnage against
the enemy's basic economic or political targets. Such a capability is a minimum
essential foundation of strategic deterrence.

In the past, the Department has judged that a Triad of ICBMs, SLBMs, and heavy
bombers represented a reasonably conservative and well.hedged way to maintain this
foundation for the U.S. strategic posture. At present, there is no reason to change the
policy.

c. Options

While there is general agreement about the functions and characteristics of the basic
deterrent, the second main condition of credible deterrence arouses a number of
controversies. They center on whether, in addition to the capability for assured
retaliation, the nation requires a capability to attack other types of targets and, if so,
what those targets should be.

The United States has for some time maintained the options and forces necessary to
retaliate against targets other than cities. But as Soviet forces expanded and became
more flexible, the question arose as to whether these older and large-scale options still
suited the current situation. The conclusion, reached after much study, was that
further options should be developed, and that forces, command-control, and plans
should be modified accordingly.

There are cogent reasons for supporting that conclusion. Although many people
suppose that q massive surprise attack against our cities and forces is the only way in
which a strategic nuclear exchange might begin, it is only one of a number of
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possibilities. In fact, while it serves an extremely useful purpose as a worst case for
testing the adequacy of forces, it may be among the less likely contingencies of the
future. In the case of a massive surprise counterforce attack, a U.S. retaliation which
concentrated on people and cities would not necessarily be a wise response., The
Soviets are gaining the capability in an initial counterforce attack to withhold a large
percentage of their forces with which they could retaliate in kind. If we struck their
cities, they would have strong incentives to do the same. In these circumstances,
whatever the other objections to such a U.S. strategy, it would represent a response of
uncertain credibility to anything but the most barbaric kind of attack and, as a
consequence, cannot serve this country or its allies well as a deterrent. Clearly, other
types of responses should be available.

Admittedly, we are talking here about high.risk possibilities for which there is little
precendent. But as Lord Jellicoe remarked about the battle of Jutland and his handling
of the British fleet in World War I:' "I had always to remember that I could have lost
the war in an afternoon." Unprecedented events such as the attack on Pearl Harbor
and the Cuban missile crisis have occurred. Accordingly, in a realm where the stakes
are so high, it is essential to take such events into account in designing the strategic
deterrent. Threats to our allies or even to some portion of our own forces are certainly
conceivable, and the nation should have available the ability to respcnd to them in as
selective and discriminating a fashion as the occasion warrants.

It is convenient and comforting to some to believe that any use by anyone of
strategic nuclear forces must be so apocalyptic that everyone will be deterred from
thinking seriously about their employment. Unfortunately, however, we cannot count
on others to refrain from inventing ways to attack a limited but vital set of targets, and
we would be foolish indeed not to think of countermeasures that opponents and
friends can recognize as plausible and credible. Deterrence is not weakened by
flexibility; it is strengthened.

Since there has been so little public discussion of options and more flexible
responses, there is a tendency to assume that the targets for strategic delivery systems
fall into only two categories: cities and enemy strategic forces. Until recently, at least,
cities have been regarded as "good" targets, and hard, point targets as "bad" targets.
Anything that could hit a city was "good"; anything that could destroy a hard, point
target was "bad."

The list of targets has never been that limited. But, in any event, we have now
acquired the combinations of yield and accuracy that permit long-range delivery
systems to strike at a wider range of targets, and to do to with relatively low collateral
damage. No law of physics prevents an ICBM warhead from attacking a radar, a
submarine pen, a command bunker, a nuclear storage facility, an airfield, o a division
in bivouac. The list of potential targets is long; many of them are relatively isolated
from population centers and of considerable value. Depending on the circumstances, it
could make a great deal of sense to be able to target them, just as it has made sense in
past wars to conduct specialized strategic bombing campaigns. Nor should we rule out
coverage of some enemy silos, airfields, or submarine bases on a second strike.
Contrary to a popular view, many of these targets would remain of interest after an
enemy had struck, not only because some of the launch vehicles might have aborted or
have been withheld, but also because some of the launch points-bomber bases and
certain ICBM silos, for example-could be used to reload and recycle offensive forces.

It is also worth noting that targets-whether strategic nuclear general purpose,
economic, or politicil-vary considerably ir, their blast-resistance. They are not simply
hard or soft. Aircraft runways must be hard enough to withstand frequent takeoffs
and landings; nuclear storage sites should be hard enough to resist high-explosive
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detonations; missile silos obviously should be harder still. In the circumstances, it
might be well to eschew such general terms as counterforce and hard targets, and
specify the particular class of targets that are under consideration for a reentry vehicle
with a specified combination of accuracy and nuclear yield.

Where the main ICBM forces of the United States and the USSR are concerned, it
would be in the interest of both sides to forego the capability to destroy very hard
missile silos. The United States, in fact, does not possess a significant capability against
such targets because of the small payloads and the limitations on the accuracy and
yield of our ICBMs. it made sense to exercise restraint in this respect as long as Soviet
capabilities against our ICBM silos were also limited. We must continue an R&D
program on more powerful reentry vehicles, and we should keep open the option to
deploy RVs which combine sufficient accuracy and yield to cover a wide range of
important targets.

In sum, the need for flexibility places certain requirements on our strategic forces
over and above those generated by the mission of assured retaliation. Not only must
we have a substantial number of additional warheads and survivable delivery systems,
we must also acquire the yields and accuracies necessary to attack targets with
discrimination. In addition, we need survivable command and control and retargeting
capabilities to permit the execution of preplanned options and to respond in a
controlled and deliberate fashion to unforeseen events. As long as these conditions are
satisfied, an opponent should have no grounds for believing that he could launch either
a crippling attack or one so selective and unnerving that we would find it impossible to
respond in an appropriate and effective fashion.

d. Equivalence

Credible deterrence should operate under these conditions-both for the United
States itself and for its allies-and be effecti~e in a crisis as well as in less critical times.
But we cannot be certain that friends and foes will makt. the same analytical
judgments, or that they will even use the same criteria when twey assess the rel~tive
effectiveness of the U.S. and Soviet offensive forces. For those who have studied
closely the possible attacks that we strive to deter, it is evident that a mere counting
up of forces is not a satisfactory way to determine the relative strengths of the two
nuclear powers. Many other factors, such as accuracy, reliability, survivhility, and
command and control, have as much impact on overall force effectiveness a!, the more
obvious considerations of rnegatonnage, warheadi, and delivery vehicles.

Unfortunately, however, the understanding of strategic analysis is not nearly as
widespread as it should be. In the past, we have suffered from bomber gaps, missile
gaps, and megatonnage gaps that have caused what some regard as over-reactions to
perceived vulnerabilities and disadvantages. Perhaps we have become more relaxed
about such asymmetries now. But there remains the possibility that serious, real
asymmetries or misconceptions about them could arise and lead to pressure, crisis, and
confrontation.

Since it is desirable to forestall situations such as the Cuban missile crisis, we
believe that our forces, in addition to meeting the conditions of second-strike assured
destruction and multiple options, should be roughly equivalent to the forces of the
USSR. We do not mean by this that our strategic offensive capabilities should
constitute a mirror-image of Soviet missiles and bombers. Rather, we follow the
dictates of Public Law 92-448 that they should not be inferior in their overall
potential effectiveness. The Vladivostok understanding, as translated into an equitable
SALT II agreement, would constitute a first step toward the kind of equivalence that
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3. FUTURE PLANS

One of the major issues we face in planning future strategic nuclear forces is the
extent to which we should proceed with a hard target capability. Before we can resolve
that issue, there are two preliminary questions that need to be answered. First, should
we supplement the Minuteman with a comparably flexible but more survivable
system? Second, should we oblige the Soviets to come to grips with the same problems
that we face?

One solution to the problem that is suggested would be to phase out the
Minuteman force and not replace it, relying on the presumed invulnerability of the
SLBM and alert bomber forces for second-strike deterrence. However attractive on the
surface this approach might appear, it has several important drawbacks. Not only
would we lose the warheads, precision, and flexibility repesented by Minuteman; we
would increase the vulnerability of our bombers, and an opponent could shift the
allocation of resources from his ICBM force to antisubmarine warfare. A major,
unfavorable, and unacceptable asymmetry in the two forces would have develnped.

Another solution suggested would be to adopt a policy of launching our ICBMs
from under attack.. This, of course, Is an option that the President has with any
system. But it has been and continues to be the policy of this Department to design
strateqic offensive systems in such a way that they can either ride out an attack before
being launched, or, if launched on warning, can be reliably recalled, as the case of U.S.
alert bombers. While tactical warning systems have become more diversified and
reliable, they are neither perfectly reliable nor immune to countermeasures. It would
be a mistake in these circumstances to eliminate our options and restrict the
President's choices in the future. The decisions he must face on nuclear employment
are already so difficult that we should provide him with as much flexihility and
control as technology permits and contingencies warrant.

This principle points to the conclusion that we should be prepared to supplement
Minuteman, or replace it in part, with a comparable but more survivable system. One
option for doing so would be to continue with the production of the Trident
submarine beyond the ten uoat program that we have projected. This is an option that
we shrupld keep under study, although it remains to be seen whether we can achieve
the accuracy and control provided by the Minuteman in the SL&M |0lwc,
Furthermore, we must be cautious about the number of assets we co~winit to one type
of basing, however survivable it may presently seem to be.

Still other options exist on land and in the air. We should move in an orderly way
to settie or, the preferred option. Deployment decisions are still in the future, but we
must decide soon on the type of missile to engineer, its basing mode, and the amount
of flexibility to build into it. While the current strategic nuclear force may represent a
high-confidence, second-strike capability for as much as another decade, we must be
prepared to modernize it as Soviet accuracies and reliabilities improve.

The Soviets, in turn, must recognize that the large expenditu:e they are making on
the modernization of their own ICBM force may be wasted. We do not propose to give
them convenient and easy targets for their heavy and increasingly accurate MIRVs. 'e
must ensure that our second-strike forces do not represent a tempting target and that
we have no reason whatsoever for launching them prematurely.

Whether we should attempt to impose a similar discipline on the Soviets is a more
difficult question. For longer-term strategic stability to be reasonably assured, both
sides should probably adopt some form of survivable basing for their ICBMs.

We seek deterrence and stability. We believe that deterrence is best achieved by
maintaining a well-designed, second-strike force which has the capability for assured
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retaliation and the flexibility to cover a wide variety of military, economic, and other
targets with a minimum of collateral damage and a maximum of choice and control.
The increasing sophistication of Soviet otfensive forces and the dangers of nuclear
proliferation call for no less. Uncertainty about the assessments that others will make
as to the relative strategic power of the United States and the USSR requires that U.S.
offensive forces be seen as roughly equivalent to tht;e of our principal rival. We must
also make certain that we do not fall behind the Soviets n the technologies essential to
strategic force effectiveness. Hasty rejection of t.Onological advances, especially
where diminishing returns to scale have not yet set in, is just as unwise as a premature.

decision to deploy new weapons systems. We must be wise etiough to do research and
exploratory development on new technologies, yet strong enough to refuse production
if the resulting systems are inefficient.

The United States does not need to strive for an advantage in the strategic arms
competition as long as it maintains equivalence in its nuclear capabilities and an
adequate posture in its general purpose forces. Provided that these conditions exist, we
can continue to seek mutual restraint, stability, and equitable reductions in strategic
forces. Strategic stability is in the best interests of both the United States and the
USSR. Because that is the case, we shall strive to maintain it-preferably by agreement.

The strategic balance, as represented by presently deployed forces, is stable and
acceptable today. But if the Soviets continue their present programs with the effect of
upsetting the balance, we are prepared to re-establish strategic stability by force
improvements of our own. It is worth notir,0 in this connection that both the number
of our delivery vehicles and the number of U.S. strategic offensive and defensive
warheads are about the same as they were 15 years ago, although our total
megatonnage has gone down, our accuracies have improved, and the composition of
our offensive force has changed significantly.

We do not look forward to a further adjustment in our strategic programs; we have
competing uses for our resources. Provided that we are alert and careful, the Soviets
cannot obtain an influential advantage. Our preference is to limit the competition and
assure strategic stability at lower levels of force. Now or later, we are prepared to work
to that end with the USSR. But we intend to remain alert, careful, and compet;t;ve.

4. PROGRAMS

The programs proposed by the Department should enable the United States to
maintain its competitive position. Specifically, the current plan is to respond to the
continuing evolution of Soviet strategic nuclear capabilities by:

-Modernizing the bomber and submarine forces at a pace dictated by the aging of
current systems and the requirements of stable deterrence;

-Modifyir the Minuteman foice with improvements in its survivability and
accuracy;

-Keeping to the numerical limits of the SALT I agreement pending further arms
control decisions:

-Maintaining a strong R&D and technology base for the longer term, with
particular emphasis on a new ICBM (M.X) with multiple basing possibilities and a new
SLBM (Trident II);
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-Undertaking full-scale development of the intermediate-range cruise missile for
aircraft or other deployment;

-Keeping other strategic defense spending at moderate levels while continuing a
broad-based ABM and air defense R&D effort to ensure the technology base on which
to develop full systems if they should be seen as needed in the future;

-Holding funding for strategic command, control, surveillance, and warning
systems to modest increases in real terms by making improvements in efficiency and
phasing out the more marginal capabilities as new systems become operational; and

-Lowering the cost of operating the strategic forces through defense-wide
efficiency measures, improvements in training, and continued use of Guard and
Reserve units to supplement active forces in the performance of major missions.

The trends in the Soviet and PRC strategic nuclear forces, and our responses to
them, are described in the next sections.

B. Significant Developments in Foreign Strategic Capabilities

I. THE SOVIET UNION

The pace, character and scope of Soviet strategic programs strongly influence our
own requirements for strategic forces. SALT agreements can reduce some uncertainties
about the future and slow the pace of strategic arms deployments, but they cannot
substitute for prudent force planning. While the Soviets advocate restraint in the
development of new strategic weapon systems by others, they appear unwilling to
practice restraint in their own strategic weapons development.

The strategic offensive forces of the Soviet Union have undergone continued
improvements in 1975. The principal developments in these forces during the past year
have been:

-ICBMs - deployment of their new generation of MIRVed systems has commenced;

-SLBMs - emphasis on SSBN construction has continued, with new submarine
types and new missile types appearing; however, the longer-term force goals are
uncertain;

-Long-Range Bombers - Backfire has joined the Long-Range Aviation and Naval
Aviation forces; and

-R&D programs are underway for both new and modified ICBMs.

A. ICBMs

In 1974, four new Soviet ICBM systems were being flight tested extensively, silos
were being both hardened and converted to accommodate the new missiles, and actual
deployment of the missiles was imminent. In 1975. flight tests on all four systems
continued, and three silo-based systems-the MIRVed SS-17 and SS-19, and the
single-RV SS-18 Mod 1-have now achieved operationdl status. The fourth new ICBM,
the SS-X-16, which could be either silo-based or mobile, is probably capable of being
deployed at any time.
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Chart 111-1 on the following page reflects our most recent best estimate of the new
ICBM systems' characteristics. The Soviets employ two different launch
techniques-hot launch and cold launch. Thus far hot launch has been the normal
procedure; our Minuteman force and the Soviet SS-9/SS-11 force use this technique, in

which the silo is damaged during launch, requiring refurbishment. Perhaps for this
reason, the SS-',8 and SS-17 have both been configured for cold launching. With cold
launch, where the missile is "popped out" of its silo by a gas generator before the main
booster motors are fired, the silo is not heavily damaged and is capable of being
reloaded. This technique also allows the firing of a larger throw-weight missile from a
fixed size silo than does a hot launch.

We expect that the Soviets will eventually complete deployment of near the 1,320
MI RVed missiles they are permitted under the terms of the Vladivostok under-
standing, but we are uncertain at this time of the balance they will select between
MIRVed SLBMs and MIRVed ICBMs.

The SS-18 program, in which both MIRVed and non-MIRVed payloads have been
tested, has received a large amount of public and diplomatic attention this past year
because of the verification issue in SALT. As a result of the verification problem and
because we believe that deployment of the non-MIRVed Mod 1 and Mod 3 will be
substantially less than the MIRVed Mod 2, our position in the SALT II negotiations
has had to be that all deployed missiles which have been tested with MIRVs are
presumed to be deployed with MIRVs.

The SS-X.16 ICBM and its derivative, the mobile SS-X-20 IRBM, continue in their
test programs with recent Soviet emphasis on the SS.X-20. In contrast to the SS-17,
SS-18, and SS.19 developments, the SS-X-16, because it is smaller and has a single RV,
represents less of a threat to the Minuteman force. The SS-X-20 comprises the first
two stages of the SS-X-16 and has a MIRVed payload. Although the SS-X-16 has a
post-boost vehicle, there is presently no evidence that the Soviets have tested it with a
MIRVed payload. The Soviets have additional R&D programs in progress for modified
and new ICBMs.

The probability of kill against hard targets such as ICBM silos is most sensitive to
missile accuracy. It is this feature of the new Soviet ICBM program which, with
multiple high.yield warheads, translates into a potential hard target capability,
unmatched by the U.S. As the Soviets proceed with their expected ICBM deployment
and continued improvements in accuracy, the combination of increased throw-weight,
MIRVing and improving accuracy will increasingly threaten the survivability of our
fixed-silo Minuteman force.

b. SLOM

The evidence accumulated this past year on Soviet ballistic missile submarine
(SSBN) and SLBM programs has shed light on some aspects of these programs and
raised new questions about others. It is clear, however, that the Soviets have already
commenced new long-term programs to upgrade their sea-based ballistic missile force.
A comparison of U.S. and Soviet SSBN/SLBM systems is provided in Chart 111-2.

The Soviets are continuing a vigorous suomarine construction program and have
launched several units of a longer version of their 12-tube D-class SSBN. This longer
version is about 500 teet long, compared with the 450-foot original D-class, and has 16
missile tubes. There is no evidence that any missile other than the 4,200 nm single-RV
SS-N-8 will be carried in the near term by the new D-class version.
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CHART I IB-1

SELECTED CHARACTERISTICS OF THE NEW SOVIET ICBMs
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CHART lIB-2
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Regarding the overall siz' and composition of the future Soviet SLBM force, idst
year's basic judgment remains valid, that the Soviet Union probably intends to
expand its SLBM force up to the limit of 950 launchers set by the Interim Agreement
of 1972.

c. Long-Range Bombers

The Soviet strategic bomber program has not changed appreciably since last year,
nor has that of the Soviet tanker force. The number of Bear and Bison bombers
remains virtually unchanged., The Backfire continues to be the only new heavy Soviet
bomber in production. It is estimated that over 50 Backfire B bombers have been
produced to date. Most of them have been deployed, and are divided between
Long-Range Aviation and Naval Aviation forces, Production of the Backfire B is
continuing.

Recent performance assessments confirm previous findings and continue to show
that the Backfire has the capability to strike the United States on intercontinental
missions. Even without aerial refueling or staging from bases in the Arctic, Backfire
bombers could cover virtually all of the U.S. on one-way missions, with recovery in
third countries Using Arctic staging and refueling, the-y could achieve a similar target
coverage and still return to their staging bases in the Soviet Union.

d. Cruise Misliles

Cruise missiles constitute another system which has taken on added prominence.
For some time the Soviets have had a large variety of submarine.launched and
ship-launched cruise missiles. They are generally short-range.

The Soviets have deployed a fleet of about 40 SSGN nuclear-powered and some 25
SSG diesel-powered submarines designed specifically to launch the longer range cruise
missiles. These submarines, together with a small number of guided.missile cruisers, are
currently supported by a large inventory of SS-N-3s and a variety of other shorter
range missiles. If the Soviets were to divert their sea-based cruise missiles from the
antishipping missions to which we believe they are currently assigned, and extend their
range, they could attack large portions of the U.S. population and industry.,

The Soviets also have several air-launched cruise missiles, similar to our Hound Dog,
for deployment with their Bear and Badger bombers. However, thus far the Soviets
have not tested the intermediate-range cruise missiles, such as the ALCM and SLCM
that we now are developing. Further, there is no evidence as yet that the Soviets
possess the technology to pursue over the near term a strategic cruise missile
development.

e. ABM

There is no indication that the Soviets are increasing the number of ASM launchers
deployed around Moscow from the current 64 to 100 as permitted by the ABM
Treaty. The failure either to expand or to improve significantly the Moscow system
does not mean, however, that the Soviet Union is n)t engaged in a very active ABM
R&D program.

Since the ratification of the SALT agreement, the Soviets have emphasized the
development and testing of new radars which have an apparent ballistic missile defense
(BMD) capability.
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f. Air Oe.1m

Soviet operational air defenses are continuing along the lines noted last year. Active
SA-2 sites have declined further in number, but some additional SA-3 low-altitude and
SA-5 high-altitude sites have been deployed. We expect that the Soviets will continue
this modernization program.

The Soviets continue to modify and improve their current manned interceptor
force and to augment this force with the newer Foxbat and Flagon E aircraft.
However, we still cannot identify a look-down, shoot-down system for the Foxbat or
any other interceptor, although we believe the Soviets are attempting to solve the
difficult problems associated with such systems. The sane general types of problems
may plague their airborne early warning aircraft, the so-called Moss aircraft, which is
operational in small numbers.

Given the Soviet predisposition toward extensive air defenses, we fully expect them
to continue their efforts to develop a look-down, shoot-down capability for an
interceptor and a look-down and track capability for an AWACS and eventually to
deploy both. It is with this expectation that we are incorporating provisions for
advanced defensive avionics in the B-1, which could face this threat within its lifetime.
We are also considering the option of using the B-52 along with long-range ALCMs to
saturate the area defenses, attack targets beyond the range of individual aircraft
sorties, and thereby enhance the effectiveness of the B-52 and B-I. Use of the B-52 for
this mission through the 1980s and 1990s would be appropriate because it would be
expensive to maintain these aircraft as low-flying, penetrating bombers in the face of
advanced air defenses.

The Soviets are also continuing with the construction of two large over-the-horizon
radars which face the United States.

g. Antisubmarine Warfare

Although we are always wary of the possibility of an unforeseen technological
breakthrough, the Soviet ASW threat is best characterized as evolutionary, with each
succeeding sensor and platform more capable than itn predecessor. The Sovietq
continue to emphasize ASW against the U.S. SSBN force, and they deploy and exercise
SSNs, surface ships, carrier-based helicopters, and shore-based aircraft in this role.

Presently, the Victor-class SSN is the most capable Soviet ASW platform. The
Victor alone does not pose a threat to our Poseidon force. However, the continued
Soviet emphasis on ASW, the gradual proliferation of platforms, and the evolutinnary
improvements in sensor technology must be watched with great care.

h. Civil Of1m

An asymmetry has developed over the years that bears directly on our strategic
relationship with the Soviets and on the credibility of our deterrent posture. For a
number of years, the Soviets have devoted considerable resources to their civil defense
effort, which emphasizes the extensive evacuation of urban populations prior to the
outbreak of hostilities, the construction of shelters in outlying areas, and compulsory
training in civil defense for well over half the Soviet population. The importance the
Soviets attach to this program at present is indicated not only by the resources they
have been willing to incur in its support, but also by the appointment of a Deputy
Minister of Defense to head this effort.
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2. THE PEOPLE'S REPUBLIC OF CHINA

The slow pace of Chinese strategic developments has continued during the past
year. They still do not have either operational long-range bombers, SLBMs, or
CONUS.capable ICBMs. We continue to believe that SSBN/SLBM development is in an
early stage. They have had an ICBM program for several years but again last year there
was no major progress in either of the possible ICBMs, limited-range or longer-range.
There were, however, successful firings of the longer-range missile in a space-launch
role. Based on these facts, it appears that their development of an offensive capability
against the continental U.S. is several years away.

They do have a modest theater nuclear capability against the USSR and other
adjacent East Asian nations-including a number of our allies-consisting of some

0-100 bombers, SRBM/MRBMs, and IRBMs.

3. NUCLEAR PROLIFERATION

We continue to be concerned about the potential development of nuclear weapons
by other nations. The Indian example demonstrates that proliferation can continue
and that the absence of safeguards permits a nation with the basic technical skills to
develop a nuclear explosive capability. Whether India will develop its "peaceful"
nuclear explosive capability into weapons remains to be seen; there is no evidence yet
that this will be the case.

The primary concern stems from an assessment that many other countries, like
India, now have the basic technical skills to use, and potential access to, nuclear
materials. We would not expect many of these countries to proceed in the direction of
nuclear weapons development because we do not see it to be in the interest of their
security to do so, and many are constrained by treaty obligations. Nonetheless,
increased proliferation means increased risk, and we continue to support the stronge,t
possible safeguards on the transfer of nuclear materials and technology, and increased
physical security for weapons and civil nuclear facilities. We also believe it is prudent
to maintain a capable surveillance and warning network and light CONUS bomber air
defense. And we must continue to conduct ballistic missile defense R&D to explore
new interception techniques.

4. IMPLICATIONS FOR THE U.S.

It has been stressed in the preceding discussion that U.S. strategic force decisions
are closely related to the evolution of specific adversary capabilities, primarily those of
the Soviet Union, but also those of the PRC and potential nuclear nations.

Ac this relationship is often ignored, and sometimes misunderstood, it may be
useful to emphasize those specific factors in threat development which have affected
our decisions before proceeding to a discussion of U.S. strategic forces and programs.

There are five primary factors. First, the deployment of MIRVed Soviet ICBMs
with increased throw-weight and improved accuracy has led the Department to pursue
or investigate ICBM options for improved hard target capability and options to reduce
the potential for increased vulnerability of our strategic offensive mix.

Second, the continued expansion and modernization of Soviet air defenses has led
us to develop the B-I penetrating bomber, and long-range air-launched cruise missiles
to enhance bomber penetration.
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Third, the emerging Soviet capability to operate a larger and more capable SSBN
force dictates the requirement for a B-1 aircraft that has rapid-launch capability and
hardening against nuclear effects to improve its pre-launch survivability.

Fcurth, the continuing improvement in Soviet ASW capability has led to
requirements for the quieter SSBNs and longer-range SLBMs in the Trident program.

Finally, the future threat posed by third countries whether the Chinese or an
emerging nuclear nation, requires a continued emphasis on surveillance and warning,
together with R&D on light area defense.

C. U.S. Strategic Forces and Programs

Strategic force planning must take a number of factors into account, including not
only the capabilities of adversaries, but also the requirement to replace aging systems
and the need to hedge against future uncertainties. Pending outcome of the SALT II
negotiations, the Department has continued to plan U.S. forces within the bounds of
the Vladivostok understanding, as well as within t1~e more specific constraints of the
agreements signed in Moscow in 1972 and 1974. Current estimates of the most likely
Soviet force levels assume that the Soviet Union will also continue to plan and
modernize its forces within the bounds of those agreements,

U.S. strategic forces programmed through FY 1981 are shown in a classified table
provided to the Committee., A review of the strategic posture for consistency with
national policy and objectives leads to the conclusions that:

-The U.S. must maintain a Triad of strategic forces to ensure a viable deterrent
posture throughout the next decade;

-Modernization programs must continue to be sound, prudently paced, and
provide the nation with the proper mix of forces and capabilities to maintain its
desired position of essential equivalence with the Soviet Union under the terms of
negotiated a greements; and

-The U.S. must maintain a solid research and development program to hedge
against future uncertainties and retain the current technological lead over the Soviet
Union.

The following discussion of strategic programs emphasizes new program develop-
ments and those programs which will reach major development milestones in FY 1977.
Funding levels for these programs are shown in Table IIC-1 which begins on the
following page.

1. STRATEGIC OFFENSIVE FORCES AND PROGRAMS

To accomplish the objective of a strong deterrent posture the U.S. maintains a
well-diversified mix of strategic offensive forces consisting of land-based ICBMs,
sea-based SLBMs and manned bombers and their supporting command, control, and
communications (C3 ) systems. This diversified force, commonly referred to as the
Triad, provides:

-Assurance that a technological breakthrough against any one element will not
negate the effectiveness of the entire force;
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TABLE I IC-i

Acquisition Costs of Major Strategic Forces Modernization
and Improvement Programs'

(Dollars in Millions)

Trans
FY 197b FY 1976 Period FY 1977 FY 1978
Actual Planned Planned Prop'd Prop'd for
Funding Funding Funding2 Funding Authorization

Strategic Offense

Minuteman and Improvements
(Silo Upgrade. Command
Oate Buffer.NIK 12A Warhead.
NS 2u Guidance Ref inements) 728 804 105 472 317

Advanced ICBM Technology,
including MX 37 36 13 84 184

Development of Advanced
Ballistic Reentry Svstefin
and Technology (ABRES) 110 91 24 106 117

Conversion of SSBNs to
Posesdon Corlfigioration,
Modification of Poseidon
Missiles 179 84 1s 51 29

Acquisition of Trident Military
Submarints and Miusiles ITrident
11 rot included in total) 2029 1925 606 2933 3383

Development of Trident If Missile -- 3 21

SS8N Subsuystem Technology
Developirnint - 2

Acquisition of Newv Stratagic
BomberS a 445 661 152 1532 18a8

Development of the Air Launched
and Submarine Launched Version
of the strategic Cruise Missile 96 144 so 262 362

strategic Defense

Development ands Procurement of

the Joint Surveillance Systemn 4 8 a 32 51

Continued Development of the
Over the Hor izon IOTH) Back
Scatter Radar 7 7 19 9

Development of Syttems Technology
Ilormerly Site Defense) 117 100 25 118 129

Developmnent of Ballistic Missile
Defense Advanced Technology 95 97 25 107 1t2

Continued Improvements in the
Def ense Support Program 122 71 9 57 154
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TABLE IIC-1

Acquisition Costs of Major Strategic Forces Modernization
and Improvement Programs' (Cont'd)

(Dollars in Millions)

Trans
FY 1975 FY 1976 Period FY 1977 FY 1978
Actual Planned Planned Prop'd Prop'd for
Funding Funding Ftsndingl Funding Authorization

Strategic Defense

Miodernization of OMEWS
Ilallitic Missile Early
War ni ng System) - - - 4 20

Development end Acquisition
of ft.. SL6M Phsased Airay
Radar Warning Syatem 42 47 2 146

Acquisition of Improved Space
Surveillance Systemn 19 13 4 43 72

Command and Control

Develovrmlnt and Procurement
of Ad~vanced Airbornie Command
Post fAASN4CP) 63 42 a 99 62

Developm~sent and Procurement
of Satellite Conmmunicatios
(AFRATCOMI and 111 12 445 39 66

Dewlotimemi of ELF
Communications Ssitemn 8 15 4 30 17

Acquisition and Modification
of TACAMO aircraft 9 41 13 25 24

Includee costs of RDT&E. procurement of thw system end initial spares. ansd directly related military consstructio2July Isto September 30, 1976
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-A hedge against widespread filures of any element or its command, control, and
communications (C3 ) system owirg to unanticipated nuclear weapons effects;

-A compounding of Soviet o'fensive and defensive problems in attempting to
defeat or defend against U.S. force:;; and

-Reinforcement of the survivability of each element by the presence of the other
two, thereby strengthening the deterrent posture as a whole.

The costs of maintaining a diversified strategic offensive capability are considerable,
but these costs should be considered in relation to the mutually supporting
characteristics of the Triad. Some hve argued that the U.S. should reduce the costs of
strategic forces by phasing the manned bomber force out of the strattigic arsenal, thus
relying entirely upon ballistic missiles for deterrence. However, not only would we lose
those purely military advantages whizh flow from the dissimilarities among our Triad
syste'ns, but certain other consequences must be considered as well.

We could do nothing more in tht short term to increase our missile force levels,
thus leaving the U.S. with approximately 1,700 ballistic missiles ant. the Soviet Union
with the option to retain 2,400 mcdern ballistic missiles and boirbers under the
Vladivostok understanding. This action would remove any incentive for the Soviets to
negotiate a follow-on agreement for reductions in strategic arms. The Congress has
already declared its opposition to such an inferior position. Moreover, a unilateral
move of this character would permit the Soviets to concentrate their resources on
auiring the capability to defeat only ballistic missiles.

In the longer term we could, of course, maintain a total number of nuclear delivery
vehicles at the 2,400 level by acquiring and deploying additional ballistic missiles.
However, within the provisions of Vladivostok, this could only be done with
non.MIRVed systems since the current U.S. program already wilt approach the MIRV
limit (1,320 MIRVed ballistic missiles) in the early 1980s. Furthermore, since no
additional ICBM silos can be built, these missiles would have to be transportable or
placed on new nuclear submarines.

In view of these considerations, the prudent course for us to follow is the continued
retention of all three elements of the Triad-ICBMs, SLBMs, and bombers-in our
strategic force.

A. ICBMs

Minuteman III deployment has been completed, resulting in a force mix of 550
Minuteman III and 450 Minuteman II missiles deployed in fixed silos. R&D efforts on
advanced ICBM technology are progressing as projected previously, and the Advanced
Ballistic Reentry System (ABRES) program is continuing at a constant level.

Minuteman

Last year funds were requested to continue Minuteman III production through the
first ten months of the FY 1976 procurement period. The request was made to gain
additional time to assess Soviet deployment intentions with respect to their new
MIRVed ICBMs, to hedge against a possible breakdown in the ongoing SALT
negotiations, and to provide the requisite Minuteman III operational test assets
nece.s-'y to ensure a continuing follow-on flight test program into the mid to late
1980.
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A review of the situation last year resulted in a tentative decision to end Minuteman
production This decision was based on three considerations:

-Any additional deployments beyond the current level oi .j50 would not add
significantly to the U.S. military capability, but would increase the strategic budget by
more than S300 million for each further year of production;

-Under the provisions of the Vladivostok understanding, additional deployments
of Minuteman III would require offsetting reductions in Poseidon launchers in the
1980s; and

-Since Minuteman will become more vulnerable in the future, any additional
resoumes should be invested in the deliberate develo,,ment of a new, larger, and more
survivable ICBM.

Accordingly, the amounts shown in Table IIC-1, the Acquisition Costs Table, for
the Minuteman program do not ;nclude any missile procurement funds. Nor do they
include any closedown funds, since these were included in the FY 1976/7T approved
budget. However, depending on the outcome of SALT II negotiations and our
continuing assessment of Soviet ICBM programs, it may be necessary to make further
short-term improvements in the US. ICBI. posture by requesting supplemental
funding to continue Minuteman III production.

The survivability of all Minuteman silos is being upgraded, and the Command Data
Buffer System for Minuteman III is being installed. The Command Data Buffer should
be completed by the end of FY i977. and the silo upgrade program should be finished
by the end of FY 1979. With these improvements, the U.S. will have the capability to
retargut a single Minuteman IIl ,Itissil in 36 minutes and the entire force In less than
10 hours. The Minuteman silos will be capable of sustaining high static over pressures
withoot causing damage to the encased missile or electronic equipment.

Recognizing th need to replace or modernize the aging Minuteman II force in the
1980,, the Depn tilit it also inltiating action to identily options to prepare for this
contingency. Whether we recommend proceeding with one or more of these option%
will depend upon future Soviet actions and SALT agreements.

Inproved Minuteman

Notwithstaniding the continuing growth in Soviet strategic offensive capabilities.
particularly in the area of projected hard-target kill potential, the Department
)roposes to ccwitinue a policy of restraint with respect to improving the U.S. hard
target capability. Accordingly, it has been decided to continue improvements in the
software for the Minuteman Ill guidance system. The MK-12A higher yield reentry
vehicle will continue in R&D in order to provide the option to improve U.S. strategic
capabilities should circumstances so dictate. A production decision for the MK-12A is
being deferred pending our continuing assessment of Soviet ICBM capabilities.

Improving the guidance system is unavoidable if in the near term (through the early
1980s) we are to preserve an acceptable balance in strategic power bqtween the U.S.
and the USSR. A major concein is that the Soviets, by deployment cf three new large
throw-weight MIRVed ICBMs, the SS-17, SS.18 and SS-19, will achieve a hard target
counterforce capability against the silos of the U S. fixed, land based ICBM force
Such a counterforce capability would be fai in excess of that p)ssessed by the current
Miutenian force, and could be deployed by the early 1980s
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Thus, if the U.S. is to seek restraint in future Soviet deployments and promote
nuclear stability, we must provide forces which are effective, flexible, and on a par
with those of any other nation. Improving the Minuteman III guidance system and
retention of the new MK-12A reentry vehicle in R&D will conribute to maintaining
equivalence and contribute to Soviet recognition of the consequences of their actions.

The software improvements in the guidance program should not be constiued as an
effort on the part of the U.S. to gain a disarming first-strike capability. The U.S. could
not count on destroying in a timely manner a large enough portion of the Soviet
hardened ICBM force to ".;oid severe damage to U.S. population and industry by
retaliating Soviet lCO "  addition, the U.S. has no realistic prospect ot being able to
destroy all of the Sot.;i deployed SSBN force in a sudden attack., Finally, deployment
of a heavy ballistic missile defense, an essential ingredient in a disarmingn first-strike
strategy, is precluded by the ABM Treaty. With these considerations in mind, the plan
is to incorporate the guidance refinements in Minuteman III missiles in FY 1978.

Of the $472 million siown in FY 1977 for the Minuteman program in Table IIC-1,
$367 million is for the continuation of the Silo Hardness Upgrade Program and other
related programs; $48 million is for the continued development ari initiation of
guidance improvements for the Minuteman III missile system; $37 million is for the
continued development of the MK-12A RV; and $19 million is for program suppurt.

Advanced lCBl4 Technology and the MX

Last year Cogress was advised that the Department would continue the
development of new technology to ensure the availability of a realistic option tor the
modernization of U.S. ICBM forces in the 1980s and beyond. The importance of this
program has recently been magnified by the continued deployment of new, high-yield
MIRVed ICBMs by the Soviets. To ensure that there will be an option to deploy a
modernized and survivable ICBM force in the future, it is necessary to examine the
ways of basing ICBMs that will contribute to maximum force survivability in the face
of the growing Soviet threat. Since some form of transportable system is the least
destabilizing near-term option the Department proposes to move forward in an orderly
and deliberate manner with the research and development o, the key components of
air- and land-movable ICBM systems.

The plan is to continue development of a guidance system needed to provide a high
confidence capability for accuracy in transportable missiles. This effort will include
design, fabrication, and testing of a preprototype guidance set capable of operating
from multiple aiming points, and an advanced compute,- with the potential for
significantly lower unit cost. The Department will continue i;cvelopment of new
rocket motor technology, including desiyn, fabrication and testing of lightweight
motor cases, more efficient nozzles and higher performance propellants in order to
achieve the greatest amount of throw-weight per pound of propellant. The land-based
prototype development prograin initiated last year to demonstrate the technical
feasibility of such a system and to ascertain total system cost will be continued, as will
the air-launched development, with a view toward defining the technical requirements
of this system.

Under this plan, the $84 million provided for in FY 1977 will continue the
advanced ICBM technology program (MX and related projects) in advanced develop.
ment and will permit a decision as to the advisability of entering full-scale
development in FY 1978. These actions will enable the Department to monitor Soviet
developments and deployments while protecting the option to deploy an advanced
ICBM in the mid-1980s.
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Advanced Ballistic Reentry Systems

The Advanced Ballistic Reentry System (ABRES) program has enabled the U.S. to
maintain a significant lead over the Soviet Union in the critical area of reentry
technology. As the Soviet Union continues to make advances in this area, development
of new reentry technologies for incorporation into U.S. strategic missile programs
becomes increasingly important.

Having preceded the Soviet Union down the road of reentry development, the U.S.
is better able to predict when Soviet developments might reach maturity. Accordingly,
the plan is to continue this program at a fairly stable pace by requesting $106 million
in FY 1977. This will permit continued development of peietration aids; optical, radar
and electronic countermeasure technology;, supporting tfrchnology such as nosetips,
heat shields and arming and fusing components; and idvanced reentry vehicles as
potential payloads for the MX or Trident II missiles.

b. SLBMs

Since the SLBM force continues to be the least vulnerable element of the strategic
Triad when at sea, certain measures should be taken to ensure the continued
survivability and operational effectiveness of that torce. Accordingly, the Navy
proposes to complete the Polaris to Poseidon conversion program; continue the
Poseidon missile modification program; continue the Trident submarine construction
program at a somewhat modified rate; commence production of the longer-range
Trident I missile for initial deployment on the lead Trident submarine and for backfit
into ten Poseidon SSBNs; and initiate conceptual design studies for a Trident II missile
with significantly greater capability than the Trident I missile.

Poseidon

Of the 31 Poseidon coversions planned, 27 have been completed, of which 23 are
currently deployed. Four more of the 27 are undergoing predeployment shakedown,
and the remaining four are still in conversion. Deployment of the 31st boat is expected
early in CY 1978.

As indicated last year, the Poseidon modification program was set up to correct the
deficiencies encountered in the Poseidon operational test program in 1973. To date,
22 modified Poseidon missiles, selected at random from Poseidon submarines returning
from patrol, have been flight tested. Although the number of completed tests is
currently too small to permit a definitive statement of Poseidon missile reliability,
preliminary results support the judgment that the deficiencies identified have been
corrected.

Of the $51 million shown in FY 1977 for the Polaris/Poseidon program in Table
IIC-1, $3 million provides for completion of the Polaris to Poseidon conversion
program, $12 million is foi support equipment and facilities for the Polaris/Poseidon
force and the navigation satellite program, and $36 million provides for continuing
the Poseidon missile modification program.

Trident (Excluding Trident II Missile)

In view of other critial Departmental funding requirements in FY 1977, and to
reduce funding peaks in the overall nuclear submarine construction program, the
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Trident submarine building schedule has been adjusted from two submarines to one in
FY 1977 and from one to two submarines in FY 1978, continuing thereafter at a
1-2-1-2 a year rate. Accordingly, only one submarine is included in the FY 1977
budget and two submarines are requested for authorization in FY 1978.

The existing fleet of Polaris/Poseidon submarines will eventually have to be
replaced, whether because of increased threats or because of age. While it is believed
that these submarines can be operated safely and effectively through their 20th year of
service and possibly longer, plans should be made to replace the entire fleet by the mid
to late 1980's or early 1990's. It is evident, however that if we have to phase out
Polaris/Poseidon submarines after 20 years of service, we will suffer a substantial
reduction in SLBM capability in the late 1980's and early 1990's even with continued
Trident deployments. This reduction in SLBM capability can be somewhat alleviated if
we continue to acquire additional Trident SSBNs or a new SSBN after 1985 and, as we
hope, if we are able to maintain the current Polaris/Poseidon force operationally ready
through 25 years of service.

Recognition of the requirement for an orderly replacement of the existing SSBN
force after 1985 and consideration of numerous alternative SLBM deployment options
has led to the conclusion that the Trident submarine is presently the most
cost-effective sea-based strategic deterrent that can be designed within the limits of
current technology. This is so because the high O&M costs associated with submarine
operations are offset by the larger number of launchers per submarine; design of a
smaller submarine with an equal number of launch tubes and a comparable capability
and cost has, to date, proved infeasible. Accordingly, for force planning purposes the
plan is to procure Trident submarines at the 1-2-1-2 rate continuously, consistent with
SALT force levels.

With three Trident submarines now under contract, the Department is continuing
to plan for an FY 1979 initial operational capability (IOC) for both the Trident
submarine and Trident I missile; also unchanged are the plans to backfit the Trident I
missile into ten Poseidon SSBNs beginning in FY 1979. The backfit program should be
completed by the end of FY 1932.

As a hedge against future threats, the current plan is to continue a sustaining
program to maintain the MK-500 Evader reentry vehicle technology and perhaps
conduct occasional flight tests to assure compatibility with the Trident I missile. This
will also retain a low-cost option to begin engineering development of the MK-500 at
some later date.

Of the $2,933 million shown for the Trident program in FY' 1977 in the
Acquisition Cost Table, Table IIC-1, $595 million is for RDT&E ($75 million for the
submarine and $520 million for the missile), $2,181 million is for procurement ($730
million to complete the funding for the fifth submarine, $1,141 million for the initial
procurement of 80 Trident I missiles, $62 million for advanced procurement of long
lead-time components for the sixth through eighth ships, and $248 million for
outfitting the lead ship, procurement of support equipment and facilities for the
Trident I missile system, and prior year escalation (due to abnormal inflation)), $147
million is for military construction and construction planning for the Trident support
facility, and $10 million provides for initial flight tests to assure compatibility between
the MK-500 reentry vehicle and the Trident I missile.

Trident II Misile

The Navy plans to initiate at a modest pace-S3 million in FY 1977-conceptual
design studies of the Trident II missile in order to hedge against future uncertainties in
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strategic force-wide survivability. This new missile would more fully utilize the volume
of the Trident SSBN missile tube and would provide an option to deploy a
longer-range, higher throw-weight (greater than the Trident I missile), and more
accurate SLBM in the mid-1980s. During FY 1977 and FY 1978, the program will
concentrate on concept formulation to provide the basis for entering advanced
development in FY 1979.

SSBN Subsystem Technology

Although continued procurement of Trident SSBNs beyond the planned force of
10 submarines will be necessary to avoid the possibility of block obsolescence of the
aging Polaris/Poseidon force, we must continue the search for new technologies that
could hold in check the life-cycle costs of future SSBNs. Accordingly, $2 million has
been provided in FY 1977 to initiate the SSBN subsystem technology program;
primary emphasis will be placed upon conceptual development of new designs for
effective low life-cycle cost submarines.

c. Bombers

Because of its significant contribution to credible, high confidence deterrence of
nuclear war, we plan to continue to maintain an effective strategic bomber force.
Specifically, bombers provide for a measured warning in crises, offer an essential hedge
against failure in our missile forces, and complicate Soviet attack and defense planning.
They also provide a visible show of resolve and constitute a flexible, multipurpose
system.

The current bomber force, particularly the B-52Gs and Hs, should be able to
provide these capabilities into the 1980s. However, while the Air Force can continue
to modify and improve the B-52Gs and Hs, these aircraft are likely to become less
effective during the next decade. Equipping the B-52Gs a.nd Hs with cruise missiles will
alleviate to a degree any loss of effectiveness and contribute to stability. However, to
maintain an effective bomber force beyond the 1980s, a new aircraft will have to be
procured. Given this reqvirement to strengthen and modernize the bomber force
sometime during the 1980s, extensive analyses have b;iown that the best alternative is
the continued development and procurement of the B 1 bomber. Procurement of the
B-1 would provide the :apability to achieve deep penetration and destruction of the
most heavily defended high value targets white the B-52s could provide supplementary
penetration and attack with cruise missiles.

Operational plans and procedures are being re-examined to determine where savings
can be made. Based on this continuing re-examination, the number of B-52G unit
equipment (UE) aircraft has been reduced from 165 to 151 by transferring 14 UE
aircraft to a support status. This transfer recognizes a "fact of life" shortage of B-52G
support aircraft, due primarily to attrition. As a result of this change, the department
will deactivate one B-52G squadron and reduce B-52G crews, flying hours and
maintenance support, thereby realizing savings in both manpower and money at
modest risk in readiness and operational effectiveness.

It should be noted that this reduction in B-52G UE has no effect on the size of the
bomber force for SALT consderations, since total numbers of bombers are counted
rather than UE aircraft.

There are other significant items of interest witn respect to the current force of
manned bombers. One of these, the transfer of 128 UE KC-135 tankers from the
active force to the Air Reserve Components, is currently being carried out. Nine
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squadrons of eight UE aircraft each will have been activated by the Air Reserve
Components by the end of FY 1977. Four more squadrons will be activated in FY
1978 and three in FY 1979. An evaluation of this concept is being made to see if
further transfers are warranted.

Second, the reduction in bomber and tanker crew ratios is continuing toward the
goal of about 1.3 crews per UE bomber and UE tanker. Based on the assessment that a
Soviet surprise attack "out of the blue" is unlikely under current circumstances, this
crew ratio is the minimum which will ensure generation of the full bomber force in a
short period of time.

Third, the structural modifications on 80 B-52D aircraft to extend their safe service
life into the 1980s will be completed in FY 1977.

Last, the Department is continuing with the development and testing of a new
short-range attack missile (SRAM) motor to replace those originally designed for a
five-year service life. Although it is not clear how long the original solid fuel motors
will retain their effectiveness, we may have to begin replacing some of them as early as
FY 1977. The budget requests $16 million in FY 1977 to continue this development
and $21 million to procure new SRAMs for the B-1. The B-I SRAM program has been
phased to correspond to programmed B-1 deployments; however, use of this funding
would be contingent upon a B-1 production decision.

8-1 Bomber

As noted last year, the Department wishes to be certain that the 8-1 will perform as
expected before it is committed to production. To that end, the Air Force has
undertaken an extensive flight teoing program prior to a production decision which is
now scheduled for November 1976. The flight test results on aircraft #1 have been
especially reassuring. Since its successful maiden flight on 23 December 1974, the B-1
has completed 25 flights and has logged nearly 120 hours.

By November 1976, barring unforeseen problems, there should be more than 200
flying hours on aircraft #1, which has met evety milestone to date and in most cases
exceeded performance expectations. Aircraft #2, the structural test aircraft, has
completed its ground proof load testing, and will commence flight testing in mid-1976.
Aircraft #3, the offensive avionics test aircraft, has had the initial avionics equipment
installed and has begun its p .ght checkout in preparation for its scheduled first
flight in early 1976. By the scheduled November 1976 production decision date, the
Air Force expects to have demonstrated the B-i's ability to accomplish successfully its
primary mission requirements including cruise characteristics, air refueling, high
altitude supersonic capability, and low altitude high speed penetration capability. In
addition, the program will have completed engine production verification testing of
over 9,000 hours, fatigue testing of approximately two life times, and a demonstration
of offensive avionics capability.

Production of RDT&E aircraft #4 was started in September 1975 with delivery
scheduled for early 1979. This aircraft will provide a test bed for defensive avionics
and help maintain continuity between RDT&E and production should it be decided to
produce and deploy the B-1. Aircraft #4 is intended to become an operational aircraft
after testing is completed.

As a result of the successful flight test program to date and the demonstrated B-1
performance capability, the Air Force wants to be in a position to initiate production
in late CY 1976, if such a decision continues to be appropriate. Therefore, Congress is
being asked to appropriate $483 million for continued research and development and
$1,049 million for procurement of the first three production aircraft ini FY 1977, The
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FY 1978 authorization request contains funding for procurement of the next eight
aircraft. The plan is to build up over the FY 1977-82 period to a production rate of
four B-is per month. While none of the procurement funds will be committed prior to
the production decision, it is essential to have the funds available if B-1 production is
approved. Without these funds, the resulting delay in a production program would
increase the cost substantially owing to the necessity of reconstituting the work force
and the cost escalation that occurs from the resulting delay.

Cruise Missiles

The Air Launched Cruise Missile (ALCM) and the Sea Launched Cruise Missile
(SLCM) will be kept in advanced development until the cruise missile concept has been
satisfactorily demonstrated. Both programs are continuing, stressing maximum
commonality in high cost areas such as the engine, navigation guidance package and
warhead. The full-scale engineering development decision will not be made until early
CY 1977, by which time a single development contractor will have been selected for
the SLCM program and both the ALCM and SLCM will have demonstrated
fully-guided powered flights.

During this past year the Congress has expressed concern about maintaining two
separate cruise missile programs. Both the ALCM and the SLCM may still need to be
developed, however, owing to the differences in sea-based and aircraft platforms and
operational environments which are significant enough to warrant different airframe
designs. The ALCM has been optimized for air launch from strategic bombers and
stresses maximum compatibility with the existing SRAM avionics and ground handling
equipment. The SLCM, on the other hand, has been optimized for launch at sea.
Because of design differences, the ALCM cannot physically be launched from a
submarine. The SLCM could ue launched from a bomber; however, to do so would
require modifications to the missile and the carrier aircraft resulting in a decreased
cruise missile load per aircraft, and added costs for aircraft modifications and support
equipment.

Both the ALCM and SLCM are an important issue in the ongoing SALT II
negotiations. Pending outcome of these negotiations, we are proceeding with the two
programs at a deliberate pace during the advanced development phase, when
expenditures are relatively low compared to the engineering development phase; this
will allow us to accommodate SALT developments and still maintain an orderly
development effort. The FY 1977 funding request is $79 million for the ALCM and
$183 million for the SLCM.

2, STRATEGIC DEFENSIVE FORCES AND PROGRAMS

Strategic defense includes all forces for air defense and ballistic missile defense,
bomber and strategic missile surveillance and warning, space surveillance and civil
defense. U.S. strategic defensive forces and programs complement the strategic
offensive forces and are essential if the Department is to:

-Perform surveillance and peacetime control of U.S. airspace;,

-Provide warning and assessment of a bomber, missile or space attack;

-Defend threatened areas overseas, including air and sea LOCs, in time of crisis,
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-Be in a position to deploy an ABM or space defense, if needed; and

-Reinforce the credibility of the flexible response strategy, enhance survival of the
U.S. population, and assist in national recovery in the aftermath of a nuclear war.

Because of the ABM Treaty, the Department will continue to reduce its emphasis
on actively defending CONUS against an all-out strategic attack. A major anti-bomber
defense of CONUS without a comparable anti-missile deferse, in an era of massive
missile threats, would not be a sound use of resources. Consequently, present active
defense programs are aimed at a capability for peacetime airspace sovereignty and
warning, and the maintenance of R&D hedges against future requirements. These
programs provide the U.S. with forces for limited day-to.day control of U.S. airspace
in peacetime as well as forces which can be suiged in tim(,s of crisis to (a) defend
against limited attacks, (b) raise the uncertainty that must be considered by offensive
planners, and (c) deny any intruder a free ride in CONUS airspace.

A land-based air defense force also provides a cost-effective contingency capability
for the protection of sea lanes, as well as air lanes, against air attacks in many regions
of the world.

a. Air Defense

As proposed last year, the Air National Guard (ANG) F-101s will be phased out by
the end of FY 1977. At that time the dedicated interceptor force will consist of 12
F-106 squadrons, 6 active and 6 ANG units, Operating at peacetime alert rates, they
will establish alert sites around the periphery of the 48 contiguous states. Additional
alert sites will be supported by F-4 aircraft from general porpose force tactical air
squadrons, Also, one ANG F-4 tactical air squadron will provide an alert site.

The active F-106 squadrons can also support an overseas air defense mission. This
capability was demonstrated this past September when F-106 aircraft were deployed
from the air defense interceptor squadron at Minot AFB, North Dakota to Germany to
participate in a NATO exercise.

The Department continues to maitain one active Air Force tactical F-4 squadron
with an air defense mission and three active Army Nike Hercules batteries ii Alaska,
one ANG air defense squadron (F-4s) in Hawaii, and the active Army general purpose
forces Nike Hercules and Hawk batteries now operational in Florida.

Last year the EC-121 airborne radar force was proposed for phase-out by the end of
FY 1977, simultaneously with the planned introduction of AWACS. After a review of
these plans, it became apparent that a gap would exist in coverage of the North
Atlantic region if the EC-121s were phased-out before the AWACS were operational.
Accordingly, the plan now is to retain ten EC-121 aircraft through FY 1978.

Follow-Ont Interceptor

By the end of the 1970s, attrition of the aging F-106 interceptor force is expected
to reduce the number of F-106 aircraft in the inventory below the level required to
maintain the peacetime alert sites in CONUS. Further, a reduced F-106 force level
would severely limit the U.S. capability to use part of the force to defend threatened
areas overseas. Thus, planning and programming actions are being considered to
introdUce a follow-on interceptor (FOI).

The new interceptor is expected to be a version of the F-14, F-15 or F-16. No new
nwuot RDT&E effort is planned for this program and no FY 1977 funding is
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requested. Initial deployment of the FOI force is envisioned for the early 1980s, with
the phase-in of these aircraft paced by the need to replace the aging F-106 and
consistent with production of the selected replacement aircraft.

b. Air Defense Surveillance and Warning Systems

Canada's adoption of a system similar to the Joint Surveillance System (JSS) and
her continued support of an integrated NORAD command and control system are
gratifying. The joint U.S./Canadian surveillance structure will now consist of seven
regions-two in Canada, one in Alaska, and four in the CONUS.

Joint Surveillance System (JSS)

The U.S. JSS and the Canadian equivalent system will provide the U.S. and Canada
with the surveillance and command and control capability required to perform the
peacetime air sovereignty mission for North American airspace. We are requesting $32
million for this program in FY 1977.

In CONUS the surveillance element of the JSS will consist of 48 long-range radar
sites, which will provide coverage around the CONUS perimeter. Of these, 43 sites will
be operated and maintained by the FAA, but the radar data will be jointly used by
FAA and the Air Force. The remaining five sites in CONUS will be under Air Force
control., In Alaska there will be 14 sites: 12 Air Force, one jointly-used Air Force site,
and one jointly-used FAA site.

Regional Operations Control Centers (ROCCs) will provide the command and
control function required for the peacetime airspace sovereignty mission. Currently
this function, along with the wartime battle management function, is performed by
the six Semi-Automatic Ground Environment (SAGE) centers in CONUS and Canada
and the Manual Control Center (MCC) in Alaska. Under the JSS system and Canadian
equivalent, four ROCCs are to be located in CONUS, one in Alaska, and two in
Canada. The ROCCs in conjunction with AWACS will replace the costly SAGE and
MCCs and generate annual air defense savings in excess of $100 million and 5,000
personnel. In the full JSS system, use of the AWACS is planned to augment the
ROCCs and provide CONUS with a survivable wartime command and control system.
Final deployment of the ROCC elements of the JSS will extend into 1981.

CONUS Over-the-Horizon Backscatter (0TH-I) Radar

As mentioned last year, the Over-the-Horizon Backscatter (OTH-B) radar would
increase warning of attack by air-breathing threats by extending U.S. surveillance
coverage to more than 1,000 nautical miles from our coasts. The contract for the
prototype radar has been awarded and all testing and validation of system concepts
should be completed by 1979 at a cost of about $50 million; $19 million is requested
in FY 1977 for this purpose. If the decision is made soon to deploy the system, two
radars can be fully operational in the early eighties.

c. Ballistic Missile DefenseN BMD)

The decision to deactivate the Safeguard system marks the end of a period in which
the focus of our effort was the deployment of a ballistic missile defense system. We
now need to maintain the technological lead we have attained by continuing a
structured research and development program. We have entered an era in which Soviet
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efforts in ICBM development are not our only conceri,. Nuclear technology is
proliferating and many countries possess the resources to obtain a strategic offensive
nuclear weapon capability. Consequently, prudence dictates that we broaden our
missile defense R&D efforts to consider these trends as well as the continuing efforts
of the Soviets to surpass us in missile defense technology.

In the past, vigorous national debate accompanied the decision to deploy a missile
defense system. Our efforts for the future do not focus on deployment of additional
missile defenses; rather they involve R&D as a hedge against the uncertainties of the
future. This R&D activity guards against a Soviet technological lead that might
encourage an abrogation of the ABM Treaty. Further, it provides a technological base
for missile defense against "third" country attacks should the trends we see today in
nuclear proliferation lead to a threat to our security in the future.

Our ballistic missile defense (BMD) RDT&E effort provides a balance between an
Advanced Technology Program, which is investigating new concepts and technologies,
and a Systems Technology Program, which is addressing key systems-related issues.
Both programs are necessary if we are to continue to advance the technological base of
our BMD efforts. The Advanced Technology effort, for which $107 million is
requested in FY 1977, is oriented toward improving capabilities, investigating new
concepts, and reducing costs. The Systems Technology Program, funded at $118
million in FY 1977, is concerned with the technical demands of integrating complex
BMD components into a smoothly-functioning system.

Safeguard

In accordance with FY 1976 Congressional direction, operation of the Safeguard
system has been terminated. The Missile Site Raaar (MSR) is being deactivated and the
interceptor missiles and warheads are being removed. The Perimeter Acquisition Radar
(PAR) will remain fully operationial in support of the NORAD warning and attack
assessment mission. The PAR will provide more accurate information on the numbers
of attacking RVs and their targets than is available from other warning systems.

Systems Technology

The Systems Technology Program is a reorientation of the former Site Defense
Program. We have learned from past experience in missile defense development and
from many other weapon system developments not to neglect the system aspect of the
problem. An understaiiding is -equired of the interaction between complex
subsystems, the command and control of the overall system, and the real-time
allocation of system resources such as radar power, data processing capability, and
interceptor missile invenory. This task is a technologically demanding and critical
portion of BMD development. The role of the Systems Technology Program is to
extend the systems technology base by addressing key issues involving the integration
of complex BMD subsystems into a responsive operating system.

The program has been broadened to consider a range of potential systems concepts.
Several key technical issues of terminal defense systems were identified in the Site
Defense Program; the technical solutions to these key problem areas are still essential.
Consequently, the current plan is to conduct a limited number of field tests at the
Kwajalein Missile Range utilizing the Site Defense radar which is scheduled to begin
operation in FY 1977 as a Systems Technology test facility. In addition, the program
will respond to the concern about the proliferation of nuclear wcapons by conducting
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an examination of what tech,'ologies should be considered for thin defense of the U.S,
against limited attacks. The Department will also continue to consider future roles of
missile defense systems against a full range of potential threats.

Advanced Technology

This broad-based R&D effort investigates and develops those new technologies
which may form the basis for more advanced future systems. It also fosters
;mprovements in the performance and cost of more conventional components of
nearer-term BMD systems. Major research efforts are conducted in the areas of
interceptor missiles, radar and optical sensors, data processing and those aspects of the
physical sciences that involve missile defense phenomena. Key field experiments
continue to be a necessary part of this program. Novel approaches to ballistic missile
defense are receiving increasing emphasis in the program's search for revolutionary
concepts and ideas which could yield technical breakthroughs. If and when such
breakthroughs are found, it is imperative that we find them first and not be caught
unaware or surprised.

d. Ballistic Missile Attack Warning Systems

Reliable warning of a missile attack remains importan- to our overall deterrent
strategy. Therefore, we have adopted a policy of covering all relevant strategic missile
launch areas with at least two different types of sansors (sensing different
phenomena). Slich Qr dpproach minimizes false alarms and potential natural
Irtev'ierence.

In line with the guidance provided by Congress last year, the Department
programmed specific ballistic missile attack warning systems which will ensure the
coverage specified by the policy. Reliance will continue on the early warning satellite
system and the Ballistic Missile Early Warning System (BMEWS) radars for warning of
ICBM attacks. For the present, surveillance and warning of SLBM attacks will be
provided by two satellites and six CONUS-based 474N SLBM Detection and Warning
System radars. It is planned that the six 474N radars will eventually be replaced by
two new SLBM (Pave Paws) phased-array radars. Also, current plans call for the
improvement of early warning satellites and BMEWS so that we can maintain our
capability against changes in the threat and meet requirements for more precise data
on the character ot a missile attack.

Ballistic Missile Early Warning System

The BMEWS sites at Clear, Alaska, Thule, Greenland, arid Fylinqdales, England have
been in operation since 1962, and have proved to be extremely reliable. To provide
even more precise data on the character and size of a missile attack, the Department is
now proposing a three-element BMEWS improvemcont program which would consist of
upgrading the Tactical Operations Room, replacing the original computers that are
becoming increasingly difficult and costly to maintain, and improving radar resolution.
These modifications will ensure the continued usefulness of the system well into the
1980s. In addition to funds in FY 1977 in the operating accounts for continued
operation of BMEWS, the Department is requesting $4 million to begin these
improvements.
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SLBM Warning Radar

The contract is soon to be awarded for the two new SLBM (Pave Paws)
phased-array radars, and the program is progressing on schedule. These two radars,
which will eventually replace the six 474N obsolescent radars now in operation, will
provide reliable warning of any SLBM attacks. The $14 million requested in FY 1977
will allow continued deployment of this system.

a. Defense in Space

As space technology matures, space-based systems will play an even more important
role in support of U.S. and Soviet military operations. In the future, dependence on
these systems may increase to the point where their loss could materially influence the
outcome of a conflict. Consequently, it is important to know of any threat to U.S.
space activities and remain alert to Soviet space activities which threaten our overall
military posture. Defense is continuing R&D efforts to develop technologies for
detecting, tracking and identifying objects out to geo-stationary orbit and for
enhancing the survivability of satellite systems, at the same time abiding by the
provisions of the various space treaties to which the U.S. is a signatory. The $43
million requested for this program in FY 1977 includes funds for RDT&E and
initiation of procurement of a ground.based electro-optical system which will vastly
improve our high altitude space surveillance capability.

f. Civil Defense

State and local nuclear disaster preparedness is deemed essential to the conduct of
lifesaving ooerations in an attack emergency situation. For this reason,, - Defense
Department has provided direction, guidance, and assistance (including dire.,t financial
aid) to support the operations and readiness of State and local disaster preparedness
programs since 1961. Last year about $43 million was provided to such State and local
programs. This support has been used by State and local governments for both natural
and nuclear disaster preparedness and has contributed t,) the development of a
common nationwide State and local level preparedness base.

This approach is now being changed. Rather than continue Defense Department
funding in support of the common total peacetime State and local level preparedness
base, through funding provided in the Civil Defense program, the FY 1977 budget
request reduces those elements of the program which should be supported by State
and local governments. An example of funding that will be eliminated are those State
and local programs primarily required for natural rather than nuclear disaster
preparedness. We will continue to provide resources which are necessary to nuclear
disaster preparedness.

Under this concept, reductions will be made in "matching funds" assistance to
State and local agencies, staff personnel in State and local emergency preparedness
agencies, procurement of emergency vehicles and equipment which are used for
peacetime community rescue operations, and construction funds for Emergency
Operation Centers in areas which have a low probability of being directly affected by
nuclear attack. Headquarters staff and activities will also be reduced in line with the
revised scope of the program. The Department will continue to assist activities at the
State and local level which other Federal, State and local agencies would not be
expected to support since they relate primarily to nuclear preparedness.
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The goal of proticting the population will consist of two key program elements:.

-The continued development of plans for relocation of the population from high
risk areas near key military installations and/or major metropolitan areas, including
provision of fallout protection in areas where evacuees are to be temporarily relocated;
and

-Protection for the population of high risk areas (essentially in-place) in the best
available shelter against all the effects of nuclear attack in situations where warning
time or other circumstances preclude relocation, and protection against nuclear fallout
for the population in the remainder of the nation. Shelter facilities (in existing
buildings) rmust be identified and plans prepared for their emergency use by the public.

Supporting programs would include a national civil defense warning system, a
nationwide civil defense communications capability, a radiological defense system, and
development and maintenance of Emergency Operating Centers in high (nuclear
attack) risk areas.

The current Civil Defense program seems best suited to a posture of planning in
peacetime for surging in a crisis. Such a program will keep peacetime Civil Defense
costs low, while at the same time providing the basis to permit expanding the
peacetime disaster preparedness base to provide an increased capability in time of
nuclear crisis.

The Department is requesting $71 million for Civil Defense in the FY 1977 budget
(compared to about $87 million last year). The FY 1977 funding includes $7 million
for warning and communications which, prior to this year, has been in the Army's
budget.

3. STRATEGIC COMMAND AND CONTROL

The strategic command, control, and communications (C3 ) system is part of the
Defense Department's larger telecommunications systems. The more comprehensive
command and control system is discussed in Chapter V. This section will deal
specifically with some of the key elements of the total system that ate fundamental to
the assured command and control of our strategic forces.

The strategic C3 system assures the President continuous control of U.S. nuclear
forces. The system is designed to permit the execution of large scale retaliatory strikes
even if the C3 system itself is targeted (the Minimum Essential Emergency
Communications Network, MEECN, is designed specifically for this purpose), and the
control of escalation through its ability to transmit orders for limited nuclear options,
when the C3 system supporting national level decisions is not directly attacked (the
MEECN plus other elements of the Worldwide Military Command and Control System
(WWMCCS) can be used for this purpose),

National level command and control of the strategic forces is exercised through the
National Military Command System (NMCS) consisting of national level commend
centers, primarily the National Military Command Center (NMCC) in the Pentagon,
and goes to the major military command centers (as, for example, the SAC Command
Post at Offutt AFB, Nebraska). Communication from the national level command
centers to the strategic forces normally passes through a fixed ground-base system of
telephone and teletype cables and HF, UHF, and VHF radio stations. Such a
ground-based system is, of course, vulne, able to direct nuclear attack. The radio links
are also susceptible to jamming and degradation in a nuclear environment Therefore,,
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the ground-based system is backed up by an airborne command post system which is
less vulnerable to direct attack, and by redundant multiple-path communications with
differing propagation characteristics.

The Departnent is confident that today's C3 system can do what is expected of it.
However, to ensure that the system will continue to operate after the more severe
direct attack, and jamming threats that are projected for the future, several
improveme'its are being undertaken. The four major programs for this purpose were
described last year. they are the Advanced Airborne Command Post (AABNCP), Air
Force Communication (AFSATCOM) system, Extremely Low Frequency (ELF)
Communications (previously named 3anguine but now designated Seafarer to
emphasize the redirection of this program to a less survivable system), and Tacamo.

Advanced Airborne Command Post (AABNCP, E4)

The AABNCP's superior communications equipment, longer endurance, and
increased hardness to nuclear effects will substantially increase the survival.ility of the
airborne C3 system. Although increased costs have forced a reduction in thL number
of aircraft from the seven proposed last year to six this year, the plan is to continue
this program because significant improvements to the U.S. strategic C3 system are still
expected to accrue from introduction of the E-4 aircraft. This reduction in the number
of aircraft without any degradation of capabilities is possible because of a change in
the operational concept, All the AABNCPs will deploy from a single base, Offutt,
under a single manager. One or more will be operated from Andrews AF3.

Communications equipment improvements continue to be made. Present plans call
for the installation of the AFSATCOM and SHF satellite terminals and improvements
for the VLF system on the E-4. Other communications improvements will be
developed; these would be incorporated into the E.4 in 1983 if they are deemed
necessary at that time.

In accordance with Congressional guidance, the development of further AABNCP
Blocks has been delayed in order to concentrate on the development of the Block I
capability. However, low level efforts ($2 million in FY 1977) are being pursued to
improve further the AABNCP program.

Air Force Satellite Communication/Survivable Satellite Communication Systems

The AFSATCOM I (Air Force Satellite Communication) program outlined last year
is progressing s~tisfactorily. This deliberately redundant system of communications
transponder3 carried on board other "host" satellites will provide greater assurance
that essential instructions reach U.S. strategic forces. The first "host" satellite with an
AFSATCOM transponder is on station and production of terminals will soon be
underway. In FY 1977, $39 million is being requested to continue development and
deployment of the AFSATCOM system.,

The follow-on system, AFSATCOM II, is intended to replace AFSATCOM I in the
1980s. The definition and design of the AFSATCOM 11 will be influenced by the final
results of the Lincoln Experimental Satellites (LES) 8 and 9, scheduled for launch in
early 1976. In its final form, the system is expected to provide the degree of electroni.
counter-countermeasures (ECCM) capability and the physical survivability necessary
to ensure the effectiveness of the system through the 1980s.
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Extrmely Low Frequency (ELF) Communications

The ELF communications program is designed to alert and transmit orders to our
ballistic missile and attack submarines and to free the submarines from the speed and
depth constraints imposed hy near-surff:e antennas. Due to cost growth, a decision
was made to redirect this program from development of a highly survivable system,
known as Sanguine, to development and installation of the much less survivable
Seafarer system. Although the site for the Seafarer complex has not yet been
determined, we are continuing the development program with the goal of a 1980
initial operating capability. In FY 1977, we are requesting S30 million for
development and deployment of Seafarer.

TACAMO

The TACAMO program to Improve survivable communication to the sea.launched
ballistic missile force is being continued. We expect to acquire the total inventory of
14 TACAMO aircraft by FY 1978, and the major modification program to improvo the
TACAMO'S operational capabilities is progressing on schedule. With these improve-
ments and the availability of other complementary communications system improve-
ments (for example, high power VLF transmitters on the AABNCP), TACAMO will
complement Seafarer to assure that the SSBNs receive all instructions, Operation,
maintenance, and improvement of TACAMO will cost $25 million in FY 1977.
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III. THEATER NUCLEAR FORCES

During the past few years the U.S. theater nuclear force (TNF) posture has received
increasing attention, both outside and within the Defense Department. Concerns have
centered on our policy for employment and deployment of these nuclear weapons as
wel as on their security and survivability. In effect, these questions are being
asked: What is the contribution of theater nuclear forces to deterrence, and how do
they relate to our conventional capabili.ies? How might they be used? What are we
doing to modernize TNFs? Are the weapons secure in their peacetime sites and
survivable in wartime? The ,inswers to these questions begin with a review of the basis
for U.S. theater nuclear iorces.

A. The Basis for U.,. Theater Nuclear Forces

The United States maintains theater nuclear forces (TNFs) in conjunction with
conventional and strategic forces, for deterrence of and defense against aggression in
the Pacific and European theaters and to control escalation should deterrence fail.
Today the greater part of our overseas TNFs are deployed in the European theater as
part of the U.S, commitment to NATO.

Defense and deterrence of aggression are and always have been NATO's primary
objectives. However, the NATO strategy, whkh defines the role for theater nuclear
weapons, has changed over the years. During the early years of the Alliance, nuclear
weapons were seen as deterring Soviet aggression by the threat they posed of massive
strategic retaliation. The nuclear forces then were primarily U.S. B-36 and forward-
based B-47 strategic bombers.

In the late 1950s and early 1960s NATO's in-theater nuclear weapons were seen as
enhancing deterrence of Soviet aggression by providing superior firepower to
compensate for what was considered an unfavorable conventional balance. NATO
stratpej for nuclear forces then involved primarily theater based duel-capable
systi ms: these included the Army's 280 mm and 8-inch artillery, Honest John,
Corporal and Lacrosse missiles, ADMs, and Nike Hercules SAMs; the Air Force's F-100
and F-105 tactical aircraft; and the Navy's carrier-based aircraft. In addition, nucledr
arried Jupiter and Thor medium-range ballistic missiles were deployed in Europe.

By the late 1960s, as the Soviet Union approached strategic parity with the United
States and deployed TNFs, NATO moved to improve its conventional forces ana
adopted the current strategy of flexible response. Under this strategy, we rely most
heavily on conventional forces to deter non-nuclear aggression. The theater nuclear
capability is relied on for deterrence of Warsaw Pact nuclear use and further enhances
deterrence of conventional aggression oy increasing the risk to the Pact that
conventional aggression could lead to nuclear conflict, and that this conflict could
ultimately lead to the use of strategic forces. If deterrence failed, and the Pact used
nuclear weapons or NATO's conventional forces could not contain Pact forces, we
could consider the use of theater nuclear forces. The NATO objective in either of these
situations - war termination on terms acceptable to the Alliance - would be sought
by executing the appropriate options. These options would give NATO the capability
to put more at risk for the Warsaw Pact nations than they would initially expect,
should cause them to reconsider their actions by altering their assessment of an early
victory, and thus could bring about a rapid termination and settlement of the conflict
on acceptable terms.
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Last year's Department of Defense Report to the Congress, and the Report on The
Theater Nuclear Force Posture in Europe, prepared in compliance with Section 302(d)
of Public Law 93.365, described in detail the current NATO strategy of lexible
response and the nature of U.S. theater nuclear forces in Europe. As pointed out in
those reports, NATO relies on a mutually supporting mix of conventional, theater
nudear, and strategic forces for deterfnce. NATO's theater nuclear systems now
include U.S. and allied in-theater dual-capable artillery, tactical air, ADM$, surface-
to-air missiles, and short- and long-range land-based surface-to-surface missiles, as well
as U.S. Poseidon and UK SLBMs.

The United Kingdom maintains four nuclear-powered fleet ballistic missile
submarines similar to the Polaris submarine. Each is armed with 16 U.S.-supplied
Polaris missiles, which carry UK.developed and owned nuclear warheads. The UK also
has nuclear bombs which can be delivered by her Buccaneer and Jaguar tactical aircraft
and Vulcan medium bombers.

France maintains several fleet ballistic missile submarines a number of intermedi-
ate-range ballistic missiles, and bombers for strategic delivery of nuclear warheads. Her
tactical nuclear delivery capability consists of fighter-bombers and the Pluton
surface-to-surface missile system.

Most of our NATO allies participate in Programs of Cooperation (POC) under
which the United States would provide the nuclear weapons for their delivery systems.
These warheads remain in the custody of U.S. personnel until released by the U.S.
President for actual use. Through these Programs of Cooperation, we assure that they
have a capability to contribute to their defense if the use of nuclear weapons should be
authorized.

The United States does not participate in Programs of Cocperatior outside of
NATO. Our Asian allies continue to rely on U.S. assurances of continuing protection
which, in turn, have reduced their need for their own nuclear capabilities. The
presence of nuclear.capable U.S. forces in the Pacific area, together with the
capabilities if our Pacific fleet, represent a credible deterrent to the use of nuclear
weapons in this theater. Should deterrence fail, these forces broaden the range of
options available for response in conjunction with our Asian allies.

The size, ccrmposition, and characteristics of our theater nuclear forces depend on a
number of factors. Several of these, including the role of TNFs and the TNFs of our
NATO rillies, have been described. The most important of the other factors is the
theater nuclear capabilities of potential enemies.

B. The Theater Ncear Forces Threat

1. SOVIET/WARSAW PACT

NATO understanding of Warsaw Pact military strategy and doctrine for a possible
war in Europe is based on close study of Pact training exercises, force structure,
organization, training, R&D, policy declarations 3nd unclassified writings. Observa-
tions indicate that a major danger lies in a massive Warsaw Pact advance into Western
Europe characterized by surprise, shock, and rapid air and ground exploitation.

-Surprise-Doctrine and exercises indicate that the Warsaw Pact places high value
on tactical surprise with nuclear weapons. Their doctrine states that if the Warsaw Pact
believes NATO is about to launch a major nuclear attack, it will seek to preempt with
nuclear strikes on military targets. Moreover, there are clear indications that the Pact
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fully appreciates the initial advantage to be gained by a first use of theater nuclear
forces In the absence of NATO indications to use nuclear weapons,

-Shock-Massive concentration of firepower on key military targets early In a
conflict is a strong tenet of Pact planning, The objective It to rapidly disrupt and
demoralize NATO's forces, creating opportunities for armored blitzkrieg attacks,
Prime targets for Pact attacks are NATO nuclear delivery units, airbases, ground
combat forces, command posts and support units.

-Exploitation -Warsaw Pact armored forces and their immediate support (artillery,
tactical air, SAM's) are postured and trained to exploit nuclear attacks by rapid, deep,
multiple thrusts to destroy remaining NATO forces and seize NATO territory. These
armored forces are equipped for operations In a nuclear and chemical environment, so
as to maintain movement and keep constant pressure on NATO forces,

The question Is whether, in a war in Europe, the Warsaw Pact actually would follow
this highly escalatory doctrine, and if so, how effective would their attacks be.
National leaders are not, of course, constrained to follow the doctrine their military
commanders use to guide training or exercise forces in peacetime, nor do training
exercises necessarily indicate most probable tactics. In fact, in past crises in which the
United States or NATO nations have shown a determination to use the force necessary
to protect their interests, Soviet leaders have acted cautiously. Nevertheless, Warsaw
Pact forces are postured primarily for the type of theater-wide nuclear strikes pictured
in their doctrine and exercises; this is evidenced, for example, by the Pact's strong
dependence on surface-to-surface missiles estimated to have relatively poor accuracy
and large yields.

Even as the Soviets have improved their conventional capability and may have
recognized that conventional war in Europe need not necessarily escalate to nuclear
war, their forces, doctrine and strategy remain fully capable of combined conventional
and nuclear operations. The manner In which the Soviets have approached conven-
tional force improvements has also provided them with significantly Improved theater
nuclear capabilities. Their TNFs appear to remain an integral part of their warfighting
capabilities. Moreover, their equipment as well as their training for a radiological
environment Indicate their continuing seriausness about nuclear warfare,

Soviet TNFs, in addition to IRBMs, include tactical and Intermediate-range aircraft,
tactical rockets (Frog), surface-to-surface missiles (Scud, Scaleboard), land-based and
sea-based medium and Intermediate-range ballistic missiles, (SS-4s and 5s, SS-N-4s and
5), and cruise missile configured surface ships and submarines. All these forces could
be used for nuclear attacks on targets in Europe or Asia. The Soviet Union has
provided her Warsaw Pact allies with Frog and Scud missile systems, and with nuclear
capable tactical aircraft.

The Soviets continue to increase the flexibility with which they can use nuclear
weapons. Older tactical aircraft are being replaced with modern dual-capable fighters
and fighter-bombers such as the swing-wing Fitter C, Fencer and Flogger. Further, the
quantity of delivery systems has been Increasing. They are improving their theater-
wide command, control and communications systems.

A new and unique Soviet development is a MIRVed mobile IRBM, the SS-X.20,
which Is addressed briefly in the Strategic Forces section, The SS-X.20 uses the first
two booster stages of the SS-X-16 ICBM. It Is believed that the system will be
deployed in a mobile or road-transportable mode,
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2. PEOPLE'S REPUBLIC OF CHINA

The People's Republic of China is expanding its capab.,.ty to deploy and use
nuclear weap .ns although not as rapidly as previously estimated.. As discuss.!d in the
section on Developments in Foreign Strategic Capabilities, presently deployed forces
consist of somr, short-, medium-, and intermediate-range ballistic missiles and a sizable
medium bombt, force capable of delivering nuclear weapons. These forces provide the
PRC with a rrreaningful regional nuclear capability against the USSR and Asian allies of
the U.S,-Possibly as a consequence of attaining a small but capable theater nuclear
force, the PRC is now placing major R&D emphasis on fielding by the mid-i80s an
ICBM and SLBM svtem, Nonetheless, some emphasis is also being placed on
developin a short-range or medium-range ballistic missile, for use with ground forces,
and a nuclear-capable aircraft.

3. TERRORIST THREAT

A different type of threat - that of the terrorist - has br,'ught about a number of
chan. es in the security measures for U.S. theater nuclear weapons. The number of
identified terrorist organizations has beesi steadily increasing.

Nuclear storage sites ate already weii-guarded, and access to individual weapons is
further inhibited by each weapon's own Permissive Action Link (PAL) locking device
or combination lock. Nonetheless, a successful terrorist attack on a weapons storage
site or theft of a nuclear weapon could have major repercussions and could jeopardize
our whole deployment of nuclear weapons. To reduce this risk, we have initiated
discussions with our allies and made plans to improve security procedures, and upgrade
the physical security facilities at each of the remaining nuclear storage sites. Peacetime
security of nuclear weapons is discussed later

C. The Current Approach to Theater Nuclear Forces

To ensure that TNFs continue to enhance deterrence, the following goals for TNF
improvements have beeni formulated:

-The Warsaw Pact must appreciate that NATO has an assured capability to execute
its ,heater.wide nuclear war options in the event of a surprise nuclear attack; and

-NATO must be capable of executing effective nuclear attacks against Warsaw Pact
military forces, with discrimination and limited collateral damage, in response to major
conventional or limited nuclear attack.

The first goal requires force survivability, under nuclear or non-nuclear attack, for a
significant portion of TNFs and their essential support so as to provide a full range of
response options. We are currently increasing survivability by a variety of
means: through increased mobility, construction of hardened aircraft shelters,
camouflage of fixed systems, active defenses and increased communication . security.

The second goal requires greater flexibili-l in the use of existing nuclear forces for
coordinated conventional-nuclear operations. The TNFs provide ;,dditional defense
capabilities along the main Warsaw Pact axes of advance, and allow attack of selected
military, political and economic targets throughout the theater. In these roles, TNFs
must provide significant advantage over conventional alternatives, particularly when
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the possibility of enemy nuclear response is taken into iccwxJnt. TNFs are not intended
as a substitute for conventional forces. TNF would support and complement NATO's
conventional forces by interdicting forces on Warsaw Pact territory and by directly
supporting those defending forces on the battlefield.

This goal implies that we must have capabilities for undertaking such options as
destruction of armored units near the forward edge of the battle (FEBA), attack of
rear echelon armored units which are moving toward the FEBA, suppression of
Warsaw Pact tactical support to their armored units (artillery, SSMs and rockets,
tactical air and SAMs), and interdiction of thi! torward logistics base needed to support
a fast-moving Warsaw Pact attack. These options would include attacks capable of
being limited with respect to the area of attack, the types and numbers of weapons
employed, and the types of targets attacked. Any retaliatory attacks against selected
rearward Warsaw Pact targets should impress upon the Warsaw Pact nations the risks to
them inherent in the situation.

We are proceeding in several program areas to ensure that our forces are structured
in consonance with planning goals. NATO's air assets will be made more flexible by
the introduction of more secure nuclear bombs. The U.S. is also examining weapons
with tailored effects, stand-off systems with terminal guidance for higher accuracy and
improved nuclear warheads. These warheads would lower collateral damage and
strengthen all-weather attack capabilities.

These goals are also furthered by ensuring responsiveness comparable to the positive
control of strategic forces to assure timely and appropriate nuclear employment, and
by exercising control over collateral damage t enhance the credibility of our TNF
deterrent posture and reduce undesired damage should deterrence fail.

As we proceed to modernize our TNFs to attain these force characteristics the net
result will be a force which could: cause significant loss to the attacker, including
damage to his allies; cause him to reconsider his actions by demonstrating NATO's
resolve and altering his assessment of early victory;, and allow NATO to militarily
exploit the use of nuclear weapons with conventional foitces in order to bring about a
termination/settlement of the conflict on terms which are advantageous to NATO.

Our NATO allies attach considerable importance to U.S. theater nuclear weapons in
Europe; they regard them as concrete evidence of the U.S. commitment. We intend no
changes which would undermine this commitment. Our allies will continue to share
responsibility for the planning, deployment, and possible employment of theater
nuclear weapons within NATO's defensive and negotiating strategy. Any adjustments
to the U.S. nuclear posturP in Europe will be made only after full consultation with
our allies and will be based ;,n a careful military assessment of the NATO force posture
and the status of opposing Pact forces.

-In Europe any new initiatives arid the manner in which we implement them
should renew allied confidence in the U.S. nuclear commitment and the feasibility of
achieving our objectives without undermining the ;ommon defense.

-Any changes in Asia will recognize rOie need to maintain the credibility ot our
assurances to our Asian allies of nuclear p'otection and discourage our allies from
developing their own nuclea" .wstems.

D. Plans for Modernizing Theater Nuclear Foroes

U.S. modernization goals fall into the several major areas discussed below.
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I. GROUND FORCE BATTLEFIELD SUPPORT SYSTEMS

Army ground force battlefield support systems can provide nuclear strikes near the
forward edge of the battle area. They consist of tactical missiles (Lance), rockets
(Honest Johiz, end cannon artillery (155 mm and 8-inch). The U.S. will complete its
planned deployi.et of Lance launchers and missiles in FY 1977. Most of these Lance
launchers were deplovyd with U.S. forces in Europe as longer-range, more accurate,
and more flexible replacei.ents for Honest John and Sergeant launchers. Two Lance
batallions will be based on ,he U.S.. In addition, we will continue to provide Lance as
a replacement for Sergeant anat swyr'e Honest John launchers in allied forces.

Nuclear cannon artillery contribL,_,1 to deterrence of both nuclear and conventional
attacks by providing ao, important capability for deterring the massing of Pact artillery
and armor, and substantially blunting a Pact exploitation attack by destroying
armored units and their supporting artillery. This capability derives from cannon
artillery weapons being numerous, having a high rait of fire, and being able to strike
targets located close to the FEBA where target acquisition is best and air defense is
dense. There is a need for cannon artillery capable of firiog modern piojectiles with
Sadvanced nuclear warheads, which overcome the limitation of the current nuclear
artillery stockpile.

Engineering development is continuing on a new 8-inch nuclear projecl,;le which has
significant advantages over the current round. The new projectile has a .nuch longer
range which provides greater target coverage while operating further froi enemy
forces. It has an improved warhead which greatly reduces undesired collateral diimage.
It is ballistically matched to the conventional round and will be hghly accurate.

The FY 1977 defense budget and ERDA budget contain funds to continue
development and begin production of the new 8-inch projectiles. Designs for a new,
longer-range 155 mm nuclear projectile are also being studied, but there are no current
plans to proceed with engineering development. The number of new 8.inch projectiles
to be produced has not been decided.

The introduction of Lance and the proposed new 8-inch artillery shell will result in
major improvements to the capability of TNFs to assist in blunting a massive Warsaw
Pact armored exploitation attack. Nonetheless, we still need to improve the
responsiveness and rate-of-fire of our battlefield nucleat systems. In-place units should
be able to provide a greater concentration of nuclear strikes to those sections of the
forwaid edge of the battle area where they may be most needed. Nuclear-capable units
and nuclear warheads should be more transportabe to other sectors of the front, as
necessary. We are developing and testing the doctrine to do both.

2. THEATERWIDE INTERDICTION SYSTEMS (TACTICAL AIR, POSEIDON,
PERSHING)

Considerable capability for preplanned strikes against a variety of targets in the
theater is currently provided by U.S. and allied nuclear-armed tactical aircraft, U.S.
and FRG Pershing missiles, the UK Polaris foice, and Poseidon reentry vehicles
currently committed to SACEUR for use in preplanned strikes in a theater.wide
nuclear war. The introduction of the Air Force's A-10, F-15, and F-16 aircraft, should
improve significantly on conventional airpower.
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Tactical air has an inherent ability to concentrate firepower quickly in critical areas
tfor example, against breakthroughs) and so may be able to take advantage of the
improvements expected to the timely exploitation of tactical intelligence. Defeat and
disruption of enemy forces from the battle area to the assembly area are being
emphasized in mission stuaies. However, effective use of tactical air nuclear support in
this role requires silving several problems: acquisition and identification of non-fixed
targets at long range, penetration to target despite heavy air defense, and operation in
all kinds of weather. The U.S. is continuing to deploy the newer version of the B.61
nuclear bomb, which provides greater flexibility, improved safety features, and more
sophisticated devices for enhanced security..

3. OTHER NUCLEAR SYSTEMS (AIR DEFENSE, ADMS, AND ASW)

The use of any nuci-ar weapons would decisively change the nature of a conflic:. If
this most serious step V 're to be taken, it should be done to induce the Soviet Union
to terminate the con'iict quickly. That Is, it should be done with sufficier.t
decisiveness and shock effect to cause the Soviets to reconsider their actions.

Nike Heueulos

The U.S. currently has general purpose force Nike Hercules batteries in Europe,
CONUS, Alaska, and in South Korea. Our NATO allies also maintain a number of
batteries.

Fleet Noles Air Defeow iVupaon

The U.S. maintains nuclear and conventional antiair warfare (AAW) weapons
(primarily Taos and Terrier) for fleet air defense on three aircraft carriers and 35
cruisers and destroyers. A reassessment of afloat deployment concepts and shipfill
requirements for nuclear AAW warheads has resulted in a decision to replace some of
the on-board Talos and Terrier nuclear warheads with existing conventional warheads.
In the fut.,re, we will consider phase-out of additional nuclear AAW weapons as
equally effect;ve, improved conventional warheads are deployed.

Atomic Oemolition Wu'w ixts ADAW

ADMs are nuclear demolition devices which are manually emplaced and detonated
by timer or on command. Thej could be used to destroy bridges, cave in tunnels or
defiles, cut roads, and otherwise supplement conventional barriers to slow enemy
movements. ADMs would be most useful where ;t is difficult to bypass natural
barriers, if nuc' %ar release is given early in a conflict, and where time would not permit
the instailation of conventional obstacles (as would be the case in a surprise attack or
unanticipated breakthrough). The utility of earth penetrator weapons in performing
the nuclear barrier mission is now under study.

AMW Wepo

The U.S. maintains a variety of nuclear antisubmarine warfare (ASW) weap'ns
These nclude Subroc and Astor for use by submarines, Asroc for surface ships, and
the MK.57 bomb for ASW aircraft. The MK-57 is aso used by some allied ASW
aircraft.
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Effective ASW (whether with nuclear or conventional systems) requires detection,
classification, and localization of enemy sufmarines before an attack can be made.
Nuclear ASW weapons, because of their large lethal radius, allow for successful
engagement a enemy submarines where localization is not exact. Nuclear ASW
weapons also provide a hedge against hardening of enemy submarines and successful
enemy countermeasures which reduce the effectiveness of homing torpedoes.
Development of improved nuclear ASW systems will be considered where they provide
significant advantages over conventional systems.

E. Peacetime Security and Storage of Nuclear Weapons

The Department places the highest priority possible on protecting nuclear weapons,
and security procedures and equipment are being improved. The Munich tragedy of
1972 highlighted for the world a serious threat, and actions have been taken to
counter the well.financed, armed, and organized terrorist unit. Congress, properly, has
taken an active interest in the security of nuclear weapons and has urged greater
security measures 3t the sites, reduction of the number of weapons and sites
*orldwide, and improved safety devices on weapons. The improvemen's which the
Departmi.,tt has made and will continue to make should increase the already extensive
and redundant security of our nuclear weapons.

The Department has an active program underway toi ,Jpgrade the security of nuclear
weapons while in storage. transit or on alert. A key eement of the physical security
program is the Permissive Action Link (PAL), a locking device integral to the weapon
and designed to deny unauthoi ized access and prevent use of a weapon for a period of
time. Theater nuclear weapons now in production have PAL devices which will disable
the weapons permanently but non violently if they are tampered with. Other measures
to assure weapons security include the personnel reliability program (PRP), improved
security criteria and standards for protecting nuclear weapons, and improved guidance
for nuclear weapons movement, emergency evacuation, and destruction.

Peacetime security of nuclear weapons at storage sites continues to receive
attention. The need for each storage site is reviewed regularly by the Department on a
site-by-site basis. In evaluating further changes in nuclear weapons storage abroad, a
number of factors are being balanced, including survivability of warheads in peacetime
storage to a surprise Warsaw Pact attack, security of individual sites under terrorist
attack, capability for weapons dispersal in a crisis, and funding implications. WC- want
to consult with appropriate allies befere making specific site consolidation proposals
to the host nations concerned.

In FY 1976, 197T and 197;', about $230 million is programmed for improvements
to the security of the storage sites we will retain. The quality of the security of these
sites will be improved by better training of security personnel, improved perimeter
sensors and liftiting, additional guards with more firepower and better communica-
tions, quicke" reaction capabilities for security forces, plus hardened guard facilities
and defensive positions. This program of upgrading security should provide greater
peacetime security for TNFs, without compromising their effectiveness for deterrence
and war termination.
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IV. GENERAL PURPOSE FORCES

In FY 1977, the Department of Defense is requesting Total Obligational Authority
of $41.8 billion for general purpose forces (Major Programs II, IV). This amount is
about four times larger than the authority proposed for the strategic nuclear forces.
The capabilities acquired and maintained with these resources consist of active ground
forces (Army and Marint Corps), naval forces (including aircraft carriers; surface
combatants; maritime patrol aircraft, mine warfare forces, and attack submarines;
amphibious forces; and logistics support ships), tactical air forces (Air Force, Navy,
and Marine). and both long-range, or strategic, and tacdical mobility forces,

We continue to believe not only that our general purpose forces are well worth their
costs, but also that short of a reversal in the growth of Soviet general purpose forces,
we must increase our capabilities. As Chart IVA-1 on this page shows. the real
program value allocated to U.S. general purpose forces has declined at a rate of
almost two percent a year since FY 1963, This annual decline in real purchasing power
for our baseline forces (with the costs of Southeast Asia excluded) has meant a
reduction in the size of our non-nuclear capabilities and serious problems in their
readiness and ;n the rates at which we could modernize them. We have begun to
reverse the trends in FY 1976. This budget will allow us to continue and expand on
the necessary improvements that were recommended last year.

A. Basis for the General Purpose Forces

The basic need for general purpose forces, and especially their non-nuclear
components, is set forth below. Deopite the efforts we have made to relax tensions
with our principal rivals, they persist,

1. THE CHOICES

Nuclear equivalance could delude some into believing that this somewhat
specialized stability minimizes any threat of force where our interests are at stake. But

CHART IVA-1
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equivalence in nuclear arms has not led to any lessening of current rivalries. lnrtead, it
has resulted in efforts to gain advantages in other forms of military power, and to
exploit these advantages.

a. The NucIear Option

In the face of this challenge, we could adopt the position that any serious attempt
to erode our interests by military means would be met by the tactical use of nuclear
weapons. In fact, the U.S. took precisely that position at one time In the past, and
there are those who still believe that the threat of on early nuclear response to any
attack represents both a credible deterrent and the only way in which 'he free world
can contain Soviet power on a continuing basis.

However tempting this view, and the lower defense budgets that it might promise, it
is an illusion. While it is desirable to strengthen the deterrent to nuclear attack by
improving the flexibility, discrimination, the control of our nuclear forces, we must
not delude ourselves that the threat to use nuclear weapons - even low.yield nuclear
weapons - Is a credible deterrent to the entire range of attacks that we must guard
aginst, or that the West would somehow have a greater advantage over the East in
nuclear rther than in non.nuclear conflict.

Quite apart from the dangers of escalation once the nuclear threshold has been
crossed, the collateral damage that could accompany all but the most limited nuclear
exchanges, the uncertain but no doubt extraordinary political effects that would
follow any further use of nuclear weapons, and the gravity of the decision to authorize
their use, nuclear weapons do not particularly exploit basic Western strengths.
Although we can lower their yields and refine their effects in various ways, we cannot
be certain that enemies would treat them as other than very blunt Instruments. As
such, they can be much more voracious consumers of lives - military as well as civilian
- than non-nuclear ordnance. They do not substitute for manpower on the battlefield.,
Perhaps a small force armed with nuclear weapons could defeat a much larger force
wnich had no nuclear weapons. But it has been many years since we could count on a
monopoly over this form of firepower. Where an enemy has nuclear weapons and
larger forces, the advantage seems to remain on the side of big battalions.

We do not preclude even a first use of nuclear weapons in the defense of our
inturests. It should be clear, nonetheless, that while theater nuclear forces are
necessary, they have not by themselves been a sufficient deterrent to the probes and
tests faced in the past (when we had a substantially greater nuclear advantage). We
may well have to face such challenges again. Strong non-nuclear forces are desirable
not only to round out our posture of deterrence and defense, but also to ensure that
we do not cross the nuclear threshold simply because of a lac of any serious choice
between appeasement and that momentous decision. In fact, those who believe that
the probability of nuclear war may be increasing because of recent operational and
technical developments can best allay that concern if there is a strengthened U.S.
non-nuclear defense and deterrent.

b. The Non-nuchoa Option

While the principle of non-nuclear strength may be unassailable, there are two
practical questions that must be answered before one can assert with confidence that
our programmed non-nuclear posture is worth its substantial cost. The first is whether
a non-nuclear defense by the United States and its allies is even feasible in light of the
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massive ground forces commanded by our rivals. The second is whether the current
U.S. posture, or any major changes in it, make a significant difference to that de; ..,e,

The main concern here must be with the general purpose forces of the Soviet Union
and her clients in the Warsaw Pact. In the past, we have also felt it necessary to take
the forr'e of the PRC into account. But with our diplomatic initiatives and the
Chinese preoccupation with the Soviet military buildup, we do not at present consider
the PRC and Warsaw Pact as parts of a coordinated challenge.

The Soviet Union has added at least 800,000 men to its armed forces during the
past ten years and the strength of its military establishment, not counting border
guards and internal security forces, now amounts to about 4.4 million men, more than
twice the number in the U.S. armed forces. A significant portion of the Soviet military
buildup since the Khrushchev period has been directed to the Far East. Nonetheless,
the overall size of the Soviet military establishment and its ability to deploy
substantial general purpose forces against Western Europe are impressive. Soviet
general purpose ground forces currently contain about 1.7 million men, of which
nearly 30 percent are stationed in Eastern Europe. Despite the deployments to the Far
East, these forces have grown rather than dminished in strength. Indeed, it would be
well if those who see the Soviets reacting defensively to provocative U.S. initiatives
were to look occasionally at the history of Soviet deployments and modernization
programs in both Eastern Europe and the Far East. One would be hard put to describe
it as reactive and defensive.

While the United States has the people and resources tc respond by itself to Soviet
military power, there is no need for us to do so. In conjunction with our allies we can
construct an adequate non-nuclear defense against the general purpose forces of the
USSR and its clients, and provide it without a greater percentage of our growing
resources than we are now allocating to our military establishments. As recently as
1973, the United States and its NATO partners had a total population of 545 million,
while the Warsaw Pact countries had 355 million people. At that time, NATO defense
expenditures probably exceeded those of the Pact (measured in U.S. prices), and
NATO, somewhat surprisingly, had about 13 percent more men under arms.

We believe that since 1973, the USSR has increased still further bol' its real
defense budget and its military manpower. Nonetheless, these basic coi iparisons
suggest that we and our allies have already gone a long way toward providing the
essential ingredients for a sound non-nuclear defense. This should not be taken to
mean that all of the problems of a conventional collective security system have been
resolved. It does suggest, however, that the real issue facing the United States and its
allies is whether it is worth the relatively small additional effort required to make a
full-scale defense solid and credible. We believe that it is, and that the forces we
maintain and the increases we plan are critical to the success of the collective security
enterprise. We expect and encourage our allies to make increased efforts as well.

2. THE STRATEGIC CONCEPT

The general purpose forces are appropriately named. They must be trained,
equipped, and supplied so that they can deploy and fight in a widc variety of
environments against a range of possible foes. While it is understandable that some
areas of the world should be regarded as unimportant from the standpoint of
traditional U.S. interests, we still maintain defense commitments, formal and informal,
in Latin America, North America, Europe, the Middle East, the Persian Gulf and Asia.
There is always the possibility, moreover, that just as Great Britain and France
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regarded Polish freedom and territorial integrity as the final test of German intentions
in 1939, we ourselves will decide to draw a line in some distant place where expansion
must be halted.

For these reasons, we must plan and prepare general purpose forces in the face of
large uncertainties as to where, when, and how they might be used. It should be
emphasized, however, that operational and contingency planning differ in significant
ways from force planning. Operational and contingency planning deal with the use of
forces that are already in hand or being programmed; force planning attempts to
determine the size and composition of our forces despite all the uncertainties about
their use.

Whole deterrepice and stability ai., of as great interest to us at this level of potential
conflict as they are at the strategic nuclear !evel, general purpose force planning must
deal with a much more bewildering array of possible opponents and contingencies.
What may be entirely appropriate as a response to a challenge in Asia may prove quite
unsuitable in the different environment of Europe or the Middle East. Ways must be
found to reduce this complexity and uncertainty to manageable proportions.

Our current approach to the problem is to support two main centers of strength -
in Western Europe aiid in Northeast Asia - and to have the non-nuclear capability, in
conjunction with allies, to deal simultaneously with one major contingency and one
minor contingency. We also plan, at a minimum, to keep the sea lines of
communication open to these two vital centers in the face of a growing Soy et naval
threat. We try to allocate resources in such a way that our active forces p .,vide an
initial defense capability and our reserve forces provide both important supplements to
the more costly active urits and the indispensable hedge against non-nuclear campaigns
of substantial duration.

This approach, or strategic concept, provides the nation with several options. It a
minor contingency occurs, we can respond to it without weakening our capability to
loin in defending against a major attack. If a major attack develops beyond the days o,
weeks that it is su-uposed to last - as was the case in World War I when it was thought
that the battle for France could not continue for more than six weeks - the Guard
and Reserve would become available to reinforce active units. With current
deployments in Europe and Northeast Asia, we can contribute significantly to the
deterrence of a surprise attack in both theaters. At the same time. we can hold a strong
uncommitted strategic reserve in the 13ONUS which, if supported by adequate
Ioig-range mobility forces in the form of airlift, sealift, and amphibious lift, permits us
to deal with unforeseen contingencies that we may wish to deter or resist.

We could, of course, achieve even greater flexibility by planning to copu with more
contingencies. But ii view of the current differences between the Soviet Union and the
PRC, the current strategic concept sets prudent objectives for our general Irpose
forces, and should keep at a reasonably low level the risk that the U.S. would be the
first to cross the nuclear threshold. A different course, as some critics urge, would be
to assune, a much more benign environnwnt and resume reducing both de;)oynWts
and the stiategic reserve on the basis that they are no longer necessaiy. To do so would
be to ignore the dynamics of expansion that are evident in the world today, and
undermine the feasibility of a nonwnuclear defense in those two great regions - Euiope
and Northeast Asia - which most agree are essential to the saiety end well being of the
United States itself. Surely, there are more constructive ways to ensure that, as a
nation, we continue to use our power responsibly for deterrence and defense. Because
the implemen~ts of power are alleged to hae been misused in the past is no reason to
deprive ourselves of those essential inmplemients,
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3. THE EUROPEAN CONTINGENCY

While most may agree on the strategic concept that should govern the application
of our general purpose forces, there remains the question of the conditions under
which our objectives can be satisfied. What specific forces dc we need to implement a
strategic concept intended to deter the contingencies which most concern us, avoid
major regional instabilities, and minimize the probability of nuclear warfare if
deterrence should fail?

Since the centerpiece of our strategic concept is to have the ability, in conjunction
with our allies, to manage one major contingency, we believe that the most prudent
way to arrive at the specific requirement for general purpose forces is to consider wnat
we would need to establish and maintain a forward defense in Central Europe. The
European contingency is a suitably realistic and severe test case for several reasons.
Along with Japan (and by extension. South Korea), our allies in NATO, and the sea
lanes leading to them, are at the heart of our international interests. The frontier in
Central Europe remains one of the most heavily armed in the world, and we believe
that the Soviet forces deployed in Eastern Europe are much larger than would be
justified for defense or even the most repressive kind of occupation. To the best of out
knowledge, moreover, the doctrine which governs these forces is offensive in spirit and
inspired by the blitzkrieg tactics of World War II. There is, in short, a major military
threat actually deployed in Eastern Europe which could be strengthened by the other
members of the Warsaw Pact and reinforced in a short time by Soviet ground and air
units from the western military districts of the USSR. The challenge is real, not
hypothetical.

If we and our NATO allies can hold a forward non-nuclear defense against both the
deployed and reinforced units of the Warsaw Pact, we should have a powerful
deterrent in a crucial area and a sufficient level of active U.S. forces to deal with other
contingencies - provided that we are not obliged to commit our entire strength to
NATO at all times.

Several factors govern requirements for the European contingency: the deployed
forces of the Warsaw Pact; the ability of the Soviet Union to supply additional forces
and the speed with which the reinforcement could take place; the contributions of our
allies to the deployed and mobilized forces of NATO in the Center Region; the
residual requirement for U.S. forces; and the time at which those forces would have to
be on line in order to assure a solid forward defense. The specific role we see for the
United States is to provide sufficient deployed forces to supplement those of our allies
in blunting a sudden attack by the deployed forces of the Warsaw Pact; to have in
reserve a ready force which can reinforce our allies in the event of a major Pact
mobilization and deployment; to maintain the capability necessary both to move our
reinforcements to the front in a timely fashion; and, along with our allies, to guard the
air and sea lines of communication to Europe. In addition, since a European conflict
could become worldwide in character, we consider it necessary to hold a forward
defensive position in Northeast Asia and ensure that our lines of communication to
that vital area remain open.

The forces needed to fulfill this role can best be understood by considering the two
main cases that concern us in Central Europe: an attack which occurs after little or no
warning or an attack that occurs after a large-scale Pact mobilization and deployment.
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a. Surprise Attack

We estimate in the first case that the Pact (counting East Germany, Poland, and
Czechoslovakia) can quickly concentrate a considerably larger force in the Center
Region than can NATO. Measuring the course and outcome of a conventional
campaign is an uncertain enterprise. But a rough criterion of the effectiveness of an
attacking force is its ability to idvance on the ground in the face of opposition, and its
effectiveness depends heavily on its firepower and mobility relative to those of its
opponent. The attacker may have the advantages of surprise andconcentration,but the
defender cn have the advantage of prepared positioits. On these assumptions, and
when opposing forces are roughly comparable in equipment and training (which may
not be the case in Central Europe), it is generally believed that the attacker must have
an overall superiority all along the front in order to advance toward his objectives. As
his superiority increases, so does the rate of his advance.

The deployed Fact forces would iiave a clear superiority over the non-U.S. NATO
forces by this measure, and therefore I'_,! : expected to succeed in a sudden attack,
if no U.S. forces were present., However, when five deployed U.S. divisions and eight
tactical fighter wings are added to the NATO total, the disparity is greatly reduced.,

This could still represent an unsatisfactory force relationship in our view, and it
helps to explain why - within current manpower ceilings in Eu. ope - we are adding
two brigades and possibly more tactical aircraft to our deployed forces in the Center
Region. Quite apart from other considerations, this relationship also explains why, on
military grounds, it would be a mibzaki to withdraw unilaterally any of our combat
forces from Europe.

b. Mobilizatlon and Deployment

In the second case, where the USSR reinforces its deployed forces with divisions
drawn from its western military districts, the total array of forces deployed against
NATO in the Center Region would greatly increase. How fast this large force could get
into position to jump off, and how soon we would react to the deployment, are two of
the most critical uncertainties we face in planning.

In principle, the Pact mobilization and deployment could be completed in a very
short time, which would force NATO to resist with its immediately available forces
and might oblige the allies to consider an early use of nuclear weapons to stem the
attack. Such a mobilization and deployment has never been rehearsed, however, and it
is more realistic to believe that the Pact would take a considerable period of time to
make its mobilized force ready and put it on line. We would almost certainly be aware
of a mobilization this large in a matter of hours. But, for planning purposes, we assume
that it could take NATO a number of days to interpret the intentions of the Pact and
o'der a counter.mobilization.

The planning objective, in these circumstances, is to maintain a stable force iatio in
the Center through this demanding period, and to put our full countervaihng force on
line as soon as possible. The NATO allies by themselves could increase their deployed
capabilities rapidly during this period. But without the contribution of our current
deployments and planned reinforcements, the force ratio would remain sufficiently
adverse to warrant the expectation of a successful Pact attack. Not only are deployed
forces critical to the steady-state stability of the Center Region; they constitute a
necessiry foundation on which to build our reinforcements, and they provide some
cushion against a more rapid Pact mobilization and deployment than we anticipate.
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But a substantial U.S. reinforcement would still be required in order to restore the
force balance to a ratio that we consider prudent.

Sealift, while crucial, cannot contribute significantly to this early deployment
before about M+20. Strategic airlift can, but it currently has just a marginal capability
to deliver the requisite tonnage and outsize cargo within the time required for early
reinforcement. To improve the capability for timely reaction, the Department
continuies to request the airlift improvement program recommended to the Congress
last year, with particular emphasis on the modification of selected wide-bodied aircraft
in the Civil Reserve Air Fleet (CRAF). With that modification, and the other changes
in force structure that we are making, we should have moderate confidence that we
can meet the hard test of an initial non-nuclear defecise in Central Europe.

To stop there, however, would be imprudent. There is now considerable evidence
that the Soviets are taking much more seriously than was the case under Krushchev the
prospect of a rehltively prolonged conventional campaigln, and are improving their
logistic support structure accordingly. This may also explain in part why they have
been adding men, artillery tubes, and tanks to their divisions in Eastern Europe.

To respond to that trend, not only must we continue to improve our short-war (or
active) posture; we must make sure that our long-war (or reserve) hedges are in order
as well. We also must do more to ensure the readiness of our active forces and reduce
our losses of on-line capability because of too little maintenance, too few spare parts,
and too few full-scale training exercises.

c. The War at See

Deterrence of a major non-nuclear war means having the capability to keep the sea
lanes open, at a minimum, to Europe and Northeast Asia. Yet the Navy faces this
imposing task with the smallest number of ships since 1939 and with rapidly escalating
shipbuilding costs. It is fortunate, in these circumstances, that the Soviet Navy has not
expanded further in size in recent years (even though it has grown more capable), and
that we can presumably count on allied navies to share the burden of sea control.

Even with these advantages, however, the Navy estimates that, in a war at sea which
involved Soviet combatants in both the Atlantic and the Pacific, our prospects for sea
control would be somewhat uncertain.

It is in Japan's interest to improve her capabilities for the conduct of an ASW
campaign in the Western Pacific, anid we hope to increase U.S.-Japanese cooperation in
this field. But it remains essential, considering the importance to the United States of
sea control and the high costs of modern ships, that we review our programs with the
utmost care.

4. REQUIREMENTS

Any analysis of our major force-planning contingency brings out a number of
points about requirements. Five of them deserve particular attention:

-A forward defense is important nut only because of political considerations, but
also because it is less demanding of U.S. forces than a strategy that would trade spce
for the time in which to mobilize and deploy :.,r capabilities. The latter strategy
would be less costly in the short-run because we could depend much less than we now
do on active and ready forces. But such 3 strategy would be much less effective as a
deterrent and much more costly in lives and treasure if deterrence should fail and we
were obliged to recover the territory that we had traded in the first instance.
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-Because of the way in which Warsaw Pact forces are structured and deployed, we
must depend primarily on active forces to join with our alliks in the initial defense of
forward positions. Except for selected units which train and are associated with active
forces, the ground combat elements of the Guard and Reserve divisions cannot be
expected to achieve a sufficient level of readiness to permit their early deployment in a
crisis. However, because of the need for combat service support to our active units and
for long-war insurance, their importance remains high. Their lower cost, in fact, makes
them the ideal hedge against the possibility of a long war, and we should continue to
strengthen them accordingly.

-The basis for a 16-division active Army should be evident from the foregoing
analysis. The extraordinary power of a U.S. division force is such that even a small
change in the total number of U.S. divisions makes a major difference in the amount
of terrain that the force can cover and the firepower that it can deliver. When, in
previous years, the Army was reduced to 13 active divisions, inadequate account was
taken of this loss in division frontage and firepower, and insufficient allowance was
made for the improvements that were then taking place in Soviet ground forces. Thase
challenges are now being addressed. Active ground forces are now only just adequate
to deal with the early phases of basic planning contingency, provided that we can
deploy them in a timely fashiuot. In fact, there already is a persuasive case for making
more of our divisions heavy, even though we will still want some "swing" forces which
can deploy rapidly to either Europe or Northeast Asia. If Soviet ground forces
continue to expand, and grow more sophisticated in their weaponry, still further
improvements in our posture (and certainly in that of our allies) will be required.

-The rising costs of manpower, the constraints on military personnel imposed by
the All-Volunteer Force and Congressional mandate, and the high value that we place
on life mean that if we are to remain competitive with potential adversaries, we must
become more capital-intensive in the production of combat effectiveness. In a theater
such as Europe, where we face very large ground forces, we and our allies must provide
a sufficient density of manpower on the ground to assure a continuous and solid front
with a substantial reserve. But once we have reached that point, and can provide
NATO with a reasonable central reserve, it makes sense for the United States to
provide additional firepower by means of tactical airpower. As we improve our
all-weather capabilities and expand our inventory of precision-guided munitions,
tactical air becomes an exceedingly attractive investment. This is the case not only
because it provides so much firepower for so few lives at risk, but also because it can
go deep, concentrate rapidly on a small sector of the front, and help to counter the
tank superiority of the Pact field armies. It is indeed precisely this potential of modern
tactical airpower - especially in the form of the A-10, the F-15, and the F-16, working
in contert with the E-3A (AWACS) - which gives us some ground for believing that
we can maintain a balance in force effectiveness with the Warsaw Pact in Central
Europe. Accordingly, as the active 16-division Army is rounded out, it is desirable to
add sufficient aircraft (equivalent of four wings) to the current Air Force fighter
attack structure of 26 wings so that these wings are fully effective. They will
complement the three additional Army divisions with necessary tactical air support
and increase the firepower that we can maneuver and concentrate to counter a heavy
Pact tank attack. In addition, as we proceed with this improved ground-air team, we
are developing a more integrated allied command-control structurc for tactical air
forces. National aircraft must not be confined to the support of national ground forces
only. Allied commanders should be free to use them, as appropriate on any part of
the front.
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-Despite these improvements, which are being undertaken without increases in
manpower, we may still find that we are not doing enough. Like it or not, we are
currently faced with a highly dynamic military environment - one in which the
Soviets continue to expand and modernize their general purpose forces. In terms of
military hardware alone, they are producing at a higher rate than the United States and
its NATO allies combined, We continue to hope that through the negotiations in
Vienna for Mutual and Balanced Force Reductions (MBFR), we can slow this
momentum and introduce an element of stability by setting common ceilings on the
forces of both NATC and the Warsaw Pact in the potential area of reductions.
However, it should be evident that if current trends in the Soviet military buildup
continue, offsetting ations must be undertaken, Although our technological base
remains superior to tt at of the USSR, and the quality of our equipment is better in
many respects, numb s still count for a great deal in conventional conflict. It would
be difficult to conterd, for example, that the tanks and artillery of NATO are
significantly more effective than their Pact counterparts, but we are outnumbered in
both respects, Our position is better in other categories of weapons. But we may have
to increase the production base still further so that the current trends in Soviet
programs do not produce adverse ratios in force effcctiveness. The utmost vigilance
will be required.

5. MAJOR PROGRAMS

a. Land Fn m.

We plan to continue the program to round out the 16 active Army divisions by
transferring further svpport spaces to combat units within a constant Army manpower
ceiling. In addition, we are now moving to "heavy up" several of the "light" infantry
divisions so that they will be better able to cope with the armor.heavy Pact ground
threat.

b. Teetleal Air Fores

In the current Five Year Program, the Air Force is planning to add the equivalent of
four wings of aircraft to the 26-wing structure and purchase F-15, F-16, and A-10
aircraft to equip them. Because we are now proceeding with a program to procure the
F-18 aircraft for the Navy, we should be able to provide at acceptable cost adequate
active and reserve fighter defenses for the multipurpose carriers we now plan to
operate. As a result of this program, the future Navy fighter inventory will consist of a
mixture of F-18s and the more capable but also more costly F-14s.

c. Naval Form

Although inflationary pressures continue to inhibit progress toward the Navy's
60-ship goal, the Five Year Program still permits some growth in the lev,.I of naval
forces. The resulting Navy should be more adequate than is now the case to maintain a
worldwide presence, respond to sudden emergencies, and defend the more critical sea
lanes against efforts to interdict our shipping. The most significant gr3wth will occur
in two categories - surface combatants and nuclear attack submarines - both of
which are essential to effective sea control. We are also planning a majo, and
long-postponed modernization of our support ship force.
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d. Mobility Forces

As has been emphasized, the timely reinforcement and support of our NATO allies
would be impossible without adequate airlift and sealift. In order to obtain the
capability to offset a rapid Soviet buildup in the European theater, and to do so at
minimum cost, we will continue to emphasize improvements in existing military and
civilian airlift, No program for the general purpose forces is more worthy of support.

The specific trends in Soviet and PRC general purpose forces, and how we propose
to respond to them, are described in the next two sections.

B. General Purpose Forces Threat

1. THE SOVIET UNION

Since the Soviet Union's general purpose forces have a major impact on how we
size, upgrade and direct our general purpose forces, it is appropriate to present an
estimate of the size, nature, capabilities and long-range trends in Soviet general
purpose forces. These include Soviet general purpose ground, naval, and air forces and
exclude strategic attack and defense forces and command and general support
personnel.

Since the mid-1960s Soviet general purpose forces have grown by approximately 30
percent to a strength we now estimate at about 2.3 million men. This increase has
resulted in part from the expansion of Soviet forces both along the Sino-Soviet border,
where the number of divisions increased from 15 to more than 40 during the decade,
and in Czechoslovakia, where the Soviets established a large force after the 1968
invasion. This increase also includes a growth in other Soviet troops in the Warsaw Pact
area facing Western Europe.

Moreover, the equipment changes which the Soviet general purpose forces have
undergone in recent years leads us to believe that the Soviets are vigorously applying
themselves to the development of new technologies, to putting these technologies ir
the field, and to using increasingly sophisticated tactics and training. While U.S.
leadership in such areas as aircraft technology, pilot training, submarine quieting and
ground combat experience still continues, changes in the mix uf Soviet weapons
systems during the past decade reflect advances that mark their transition from a
relatively poorly armed and trained military force to one which can conduct
sophisticated operations with complex weapons. This transition, or "maturing," is
shown in such trends as: the design of aircraft which for the first time give the Soviets
a meaningful ground attack and interdiction capability; the production of ships which
provide substantial open water capabilities; and the construction of a sophisticated
surface fleet whose presence can seriously challenge U.S. naval forces for control of
the sea in certain areas - particularly those near the Soviet land mass. Additional
trends are reflected in advances in almost every major category of ground forco
weaponry. They made changes in organization, training, exercises and other practices
which demonstrate that they are becoming increasingly able to utilize this new-found
strength.

When considered in light of the current quantitative and qualitative momentum
that the soviets have sustained for ten years with no visible slackening, the present
So% et and non-Soviet Warsaw Pact forces are imposing. Nonethaless, they are not
invulnerable and do not possess an assured capability to defeat our forces in a conflict
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a. Soviet/Warsaw Pact Ground Forces

The Soviet general purpose ground forces number approximately 1.7 million
personnel organized into 168 divisions and supporting forces distributed throughout
the Soviet Union and Eastern Europe. Some of these 168 divisions are deployed in
Military Districts in the USSR; others are organized into groups of forces in Eastern
Europe. About a third of the divisions are fully-equipped active units deployed
primarily to support their Warsaw Pact allies or along the Chinese-Soviet border. The
remainder are at reduced or cadre strength and ,.ive varying percentages of active duty
personnel and equipment assigned to them. We estimate that these divisions could pull
together the necessary equipment and personnel in varying, but brief, periods of time.
However, they would of course be less capable immediately after mobilization than
their active front line full strength counterparts. In addition to this purely Soviet
force, the c her Warsaw Pact nations maintain 39 divisions immediately available for
commitment, and 16 in a lesser state of readiness.

Essentially, about 90 Soviet and non-Soviet active divisions throughout Eastern
Europe and the Soviet Union are immediately available for combat. For the longer
te , about 130 more divisions could be deployed. Given either a surprise attack or
sufficient mobilization time, this total force of about 220 divisions (which includes
over 40 in the Fastern USSR and Mongolia) constitutes an undeniable and substantial
military threat.

This total force appears to be larger than would be required for even the most
stalwart of defenses, and its concentratior' is especially heavy opposite the Center
Region of NATO. Almost one-half the Soviet total of front line divisions are deployed
in Poland, East Gerraany, and Czechoslovakia. Together with non-Soviet Polish, East
German, and Czech divisions, they can probably march on as little as a few hours
notice.

Siaice the mid-1960s, the Soviets have introduced a variety of new ground force
weapons. A new Soviet tank - the T-72 - is now being produced and introduced into
divisions. Another new weapon, an armored personnel carrier called the BMP, was
introduced into their force in the late 1960s and is so clearly superior to its
predecessors that it is more properly identified as an armored fighting vehicle rather
than as a personnel carrier. The BMP has a new gun system, a seri-automa'c. loader, a
separate antitank guided-missile, and individual firing ports which enable troops to
shoot at targets from inside the vehicle.

For air defense protection, the Soviets have introduced since the mid.1960s the
ZSU 23/4 fully-tracked, radar-assisted, anti-aircraft gun, which performed impressively
in the Middle East War. They have also developed anc deployed five new surface-to-air
missiles, the SA-4, SA,6, SA-7, SA-8, and SA-9. Soviet artillery has also been improved
with the introduction in the 1960s of a 40-barrel rocket launcher into their divisions,
providing improved capabilities to deliver mass fires. In the early 1970s they began
introducing self-propelled, armored versions of their traditional 122 mm and 152 mm
guns. A number of divisions have already received the new self.propelled weapons,
which provide a marked increase in mobility and survivability in combat. These two
weapons and the 122 mm mobile multiple rocket launcher will probably beccme the
three mainstays ot Soviet divisional firepower.

Equally important, the Soviets have incieased the overall numbers of certain
weapons in their divisions by fielding advanced weapons while retaining older ones,
and have made accompanying manpower increases. The Soviets have not fully/
implemented these planned changes; moreover, their divisional structures are not
uniform in peacetime. Nonetheless, a major substitution of new weapcns foi old has
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already taken place. Increases in the number of weapons are most noticeable in growth
in antitank c-pabilities, largely brought about by the addition of the BMP, with its
antitank weapon, to the Soviet inventory.

In the nuclear and chemical warfare environment, the Scviets are increasing both
their delivery capability and their ability to protect men and equipment. Their
capabilities for chemical warfare are particularly worrisome since we do not possess a
similar capability. Although the Soviet Union is a signatory to the Geneva Protocol,
the USSR currently has an unturoassed capability to conduct chemical warfare. Highly
toxic chemical agents have been developed and standaidized. There is considerable
information and firm intelligerce to support the assessment that the USSR could
initiate and sustain large-scale chemical warfare either in a conventional or nuclear
conflict.

In the conventional area, the advent ot self-propelled artillery, the BMP and new air
defense weapons provide great increases in fire.power; the improvements in crew
protection in artillery and APCs greatly decrease the risk to their soldiers. Overall,
what is being seen is an effort that improves mobility, firepower, support, and
protection for men and weapons, which are essential inputs to combat success.

With these advances, the Soviets appear to have changed their exercise and training
practices to emphasize longer periods of conventional conflict before escalating to a
nuclear environment.

b. Soviet/Wmaw Pat Air FormI

Developments in Soviet and other Warsaw Pact theater air forces since the
mid.1 960s have been consistent with the increased Soviet emphasis upon achieving the
capability to win widespread conventional warfare in Europe without necessarily
resorting to the use of theater nuclear weapons. Prior to the mid-1980s, Warsaw Pact
theater air forces were limited principally to air defense of forward air bases and
ground forces against attacking enemy aircraft, and were equipped witri aircraft and
armanwitti which were limited sit range, payload, and avionic capabilities. Doctrinal
changes in more recent years have broadened theater air's mission responsibilities to
include carrying theater war to the enemy by destroying NATO's theater nuclear
reserves and tactical air forces, and providing tactical air support to advancing Pact
ground forces. By the late 1960s, and with increasing tempo through the early 1970s.
theater air forces have been receiving new aircraft and munitions with significantly
improved capabilities while modifying some older aircraft to support these broader
mission responsibilities. They have also been supplied with better equipment for air
reconnaissance, electronic warfare, improved facilities in dispersed and hardened
shelters for aircraft, and a resilient C3 system.

The number of tactical aircraft in Warsaw Pact operational units is now over 5,000.
Since 1968 the number has grown by about 1,300 and now includes some 4,000
ground attack and counter-air aircraft, supplemented by approximately 1,000
reconnaissance and ECM aircraft.

This number includes the Soviet buildup along the Chinese border, where the
number of aircraft has approxiritely doubled. Most of the Soviet tactical aircraft in
Eastern Europe and the six western Military Districts confronting NATO are the more
sophisticated and militarily more capable systems which have emerged since the late
1960s.

The new tactical aircraft, specifically the late model Fishbeds, Fitters, Floggers, and
Fencers, have substantially improved range, payload, avionics and ECM capabilities.
Most dramatic is the increasing ground attack capability which his unabled the Pact's P
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tactil air forces to engage in a broader range of offerisive as well as defensive
missiorn. in particular the capability to conduct strikes against most of European
NATO's airfialds without irior redeployment. This capability will continue to improve
as additional Floggers and Fenwrz (the latter are available now in only limited
numbers) are introduced in the ground attack role.

The Pact's ability to carry conventional war to NATO through new tactical air
systems is also being augmented by retaining and reorienting older systems which are
still available in substantial quantities. The Soviet Air Force has begun replacement of
Frescos with Fishbed D/Fs in ground attack regiments facing NATO's center and flank
regions. This conversion provides these regiments with more than double the combat
radius and a standoff weapons capability, overcoming some of the Warsaw Pact's
shortcomings in support of armored breakthrough operations.

To complement their growing inventory of modern, more versatile ground attack
aircraft, the Soviets are developing a variety of new air-launched weapons including a
family of tactical air-to.surface missiles and bombs. The combination of these new
armaments, together with the enhanced penetration capabilities of the new aircraft
and an increased emphasis on ground attack training, should greatly increase the
effectiveness of sorties, especially against hardened ground targets.

Beyond this increased emphasis on ground attack capability, other capabilities are
also experiencing significant improvement. The Backfire bomber, which is being
introduced into Long-Range and Naval Aviation, improves penetration of NATO air
defenses. Theater air forces also possess an extensive, hardened air base system
sufficient in numbers and logistic support in Eastern Europe to permit a variety of
deployments, reinforcements, and air attack operations for extended periods.
Command and control have been upgraded through extensive active and passive
electronic defensive measures, along with hardening and improvements in C3 facilities
which have enhanced overall battle management capaLilities.

There are, of course, areas in which Pact tactical aviation has made no significant
improvement in recent years. Moreover, in practically every specific aspect of tactical
aviation technology, Pact capabilities remain deficient relative to their U.S. or NATO
counterparts, even though they represent substantial improvements over Pact
capabilities existing as recently as the late 1960s. Although ground attack training is
receiving increased emphasis, Pact air intercept training retains its traditional emphasis
on strict ground control intercept, with little attention paid to free air combat outside
the control system.

Nonetheless, the last decade, and particularly the 1970s, has seen a broadening in
the mission responsibilities of theater air forces and substantial quantitative and
qualitative improvements in their capability to carry out these missions. Of particular
concern for the future is the nascent but increasing capability to execute effective
conventional deep strike ground attacks against NATO tactical air and nuclear reserve
resources, and to do so through sudden attacks without prior redeployment.

c. Sovlet/Wairaw Pat Naval Form

The Soviets are continuing to develop a modern naval force. Beginning in the early
1950s with a large number of small ships and submarines designed to defend waters
close to their homeland, the Soviets have improved their weapons and altered the
composition of their Navy to the point where they now are able to pursue several
broad missions. The Soviet Navy can, in time of war, threaten our Navy task groups in
open ocean areas, and seriously threaten, but not out, the lines of communication to
U.S. allies. Moreover, the Soviets continue to have, together with the navies of the
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non-Soviet Warsaw Pact countries, some 1,600 minor surface ships for seaward defense
of their shores and support of landing forces. In peacetime, the Soviet Navy is now
able to project a presence which can both challenge U.S. naval forces around the world
and support Soviet policies in Third World areas.

The Soviet Navy has the world's largest and most diversified inventory of
ship-borne guided-missile weapons, some 225 major surface combatant ships, the
world's largest attack submarine force consisting of about 250 active units, a large and
modern coastal force of over 600 patrol boats, and a well-developed shipbuilding
industry with 15 major shipyards involved in production, overhaul and fleet
modernization. Despite the rapid production trends they exhibit, we believe that the
current Soviet n.34al force levels will remain fairly stable in the next few years, with
older ships being rapidly replaced as newe. ,hips become ready for deployment.

The Soviet Union appears to have decided to stabilize force levels in order to
concentrate on modernization in two areas of great importance to them: antiship
capabilities and antisubmarine warfare (ASW). In the first area, they have developed an
antiship caoability composed of both torpedo-equipped submarines and a mix of air,,
surface and submarine units equippeo with modorn antiship cruise missiles. For
instance, they have for some years had close to 300 intermediate-range bomber
aircraft equipped with antiship missiles in their Naval Aviation force; they are now
deploying the modern Backfire bomber equipped with these weapons. In 1968 the
Soviet surface fieet included about 20 surface-to-surface missile-equipped major
combatants; over 30 may now be so equipped.

Today's Soviet submarine fleet contains over 60 antiship cruise missile attack boats.
Of these cruise missile submarines, some deploy with long-range, surface-launched
missiles, while newer versions are equipped with shorter-range. submerged.launched
missiles. Al! of these missile-equipped submarinei can be used for torpedo attack as
well.

In the second area, the Soviets have devoted considerable resources toward
developing an improved antisubmarine warfare capability. They have developed
improved ASW sensors and weapons for their surface combatants, and they have a
large submarine f-rc-, that is increasingly nuclear-powered. In 1968 there were about
50 nuclear submarines in their general purpose fleet; today that number is over 75.
Any number of their total of some 250 attack submarines can be used in an ASW role,
depending on the type of torpedoes carried; this is especialiy true of their 187
non-missile-equipped attack boats. Also, they have deployed shore.based ASW aircraft,
two antisubmarine helicopter cruisers, and are in the process of introducing the
Kiev-class aircraft carrier. The first carrier appears to be oriented toward an ASW role.
in which case it will use its helicopters to help locate and attack submarines and its
V/STOL fighter aircraft for task force defense and air reconnaissance. One of these
aircraft carriers is now undergoing sea trials, a second is being outfitted, and a third has
begun construction. In recent major exercises, the Soviets have employed various ASW
systems, including submarines, in coordinated operational exercises.

We believe that the Soviets, while improving their Navy and extending its
capabilities, still have areas of significant weakness. Their ASW capabilities remain
inadequate, although improved over past decades; their submarines are still relatively
noisy; they !ack adequate fleet air defense; they have a poor capability for sustained
combat operations; and many of their missile systems lack a reload capability. They
have a limited ability to provide logistics support to their forces at sea, and their
logistic ships are highly vulnerable. Finally, they have little capability to project power
ashore in distant areas because they have no sea-based tactical air power, and their
amphibious forces are designed for short duration amphibious lift near tne homeland.
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2. PEOPLE'S REPUBLIC OF CHINA

The general purpose forces of the PRC remain stable in size and deployment with
modest modernization efforts underway. The PRC Army is basically an infantry force
consisting of about 3.5 million mn in some 210 divisions.

Current trends point toward increasing armament and personnel in selected combat
units along with slightly decreasing total manpoer requirements. The number of
tanks and armored personnel carriers continues to increase, and we believe it is likely
that mechanization of at least some existing infantry units will occur within the next
five years.

Although most PRC fighter aircraft are assigned a strategic home defense mission,
some tactical fighter aircraft in the PRCAF perform air superiority and ground support
missions, including air strikes and reconnaissance. Tactical aviation in the PRCNAF
also plays an air defense role relative to naval forces, with the Beagle bomber and
Fantan A fighter-bomber being the principal tactical aircraft. The Chinese air forces
and naval air forces are giving growing emphasis to surface attack capabilities, but most
of these tactical air forces are presently deployed to provide ground support to PRC
divisions.

The PRC Navy is by far the largest indigenous Navy in Asia and its submarine force
ranks th:rd in the world after those of the USSR and the U.S.. Although this force
remains primarily oriented toward a defensive role, the PRC Navy is building toward a
more modern and balanced fleet. China will not be able to oppose the U.S. or the
USSR in open-ocean conflict for the foreseeable future, but the PRC Navy does have
the capability to pursue military denial and blockade options against nations nearby,
unless these nations were to be assisted by the U.S. or USSR.

C. U.S. General Purpose Forces

1. LAND FORCES

The only military forces capable of holding or retaking territory are land forces -
that is, Army and Marine units. They are the backbone of any conventional military
capability; substantial portions of our conventional air forces and nava! forces, in
addition to having their distinct combat missions, provide the appropriate level of
close air support, combat support, protection, transportation, and augmentation for
U.S. land foices.

Fortunately, there are no military threats from nations with borders contiguous to
the United States. The most important objective for U.S. land forces is to deter attacks
on our allies and overseas interests by means of a strong forward defense. Land force
levels, therefore, are largely determined by our commitments to collective security and
international stability. Approximately 35 nerrent of current active land force combat
un;ts are stationed beyond our shores to permit rapid reaction to military threats, to
protect vital areas, and to demonstrate the strength and credibility of our
commitments. A basic issue facing us in these circumstances concerrs the level of
forces required to achieve our objective.

Clearly, we must have some context within which to measure the capability and
evaluate the adequacy of proposed force levels. We therefore attempt to establish a
plausible continoency and assess our ability to cope with a specific situation without
resorting to nuclear escalation.

Our view of what is needed to constitute a credible deterrent in Central Europe has
changed significantly since the Unitod States lost its decisive straItegic nuclear
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advantage and reappraised the significant Soviet capability for chemical warfare. Not
only have there been major quantitative and qualitative changes in both Warsaw Pact
and NATO conventional forces; we have also seen new interpretations of the forward
defense strategy in NATO, with increased emphasis on defending farther forward with
a reasonable expectation of avoiding escalation to nuclear war.

A successful non-nuclear defense of Western Europe should be feasible, given the
resources available within NATO. However, this judgment depends critically on
NATO's ability to resist a major attack in the first days of a war. Warsaw Pact forces
enjoy certain strategic and numerical advantages over NATO, which NATO must
overcome through the quality of is personnel, equipment, and tactics.

Warsaw Pact forces are predominantly "heavy" forces, with emphasis on tank and
motorized rifle divisions included in the forces opposite the Center Region. NATO, on
the other hand, still has many units which are predominantly infantry. Warsaw Pact
doctrine dictates great concentrations of power at the points selected for attack. By
necessity, NATO, on the other hand, is defense.oriented, and deploys its forces more
or less uniformly until the pattern of attack becomes apparent.

The direct comparison of the Warsaw Pact and NATO division equivalents available
after mobilization and augmentation is only part of the picture. These divisions also
differ in size, equipment, doctrine, training, command and control, and many
intangibles. It is impossible to assess with high confidence exactly how opposing
ground forces would actually perforii against each other in combat. Nonetheless, the
best available assessments can be made by using the weapons content of a U.S.
armoed division as an index for rating the combat capability of all types of NATO
and Pact divisions. Thus, we measure the combat capability of both sides in terms of
an Armored Division Equivalent (ADE).

The United States provides less than 25 percent of the peacetime NATO ground
force in Central Europe although our divisions constitute an indispensable part of the
NATO deterrent to surprise attack. Equally evident is the advantage the Warsaw Pact
derives from having all of its forces close at hand. NATO reinforcements must largely
come from the United States.

It the opposing force balance is measured by division count alone, NATO would be
outnumbered by much greater margins. However, the overall weighted balance should
he sufficient to deny Warsaw Pact planners high assurance of success, particularly
when the crucial (but less measurable) contributions of tactical airpower are included.
Soviet strategic advantages nonetheless require us to focus with particular care on the
rate at which we believe the opposing forces could reach the battlefront.

The disparity of forces that could arise in the early days of a NATO/Pact
mobilization is the reason we maintain a certain level of active ground forces and
request increased airlift capability.

Because we assume a rapid mobilization by the Pact, and a short warning time for
NATO. an early U.S. capability for reinforcement is essential, which means that we
must maintain predominantly active forces in a high readiness posture. Thus, we are
striving to field 16 active divisions, and retain eight reserve divisions which can
mobilize within the time required to marry uio with the airlift and sealift forces as they
become available. However, we would be unable to deploy all of these to NATO,
owing to our other commitments and interests in the world. For this reason we retain
some light divisions (infantry, airborne, and air assualt) capable of rapid worldwide
deployment by air or sea.

Dt-ing the past three years the Department ,f Defense has, with the help of the
Congress, attempted to obtain the maximum combat power from the limited
manpower available. As a r',sult of previous initiatives the number of active Army
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divisions is increasing from 13 to 16 while the active strength has decreased by
approximately 11,000 personnel. At the same time we have increased teliance on the
Reserve Components. Four of the 16 divisions are programmed for two autive brigades
and one Reserve Component brigade. All c ,her active Army divi;ions in CONUS have
Reserve Component brigades or battalions affiliated for training and mobilization.
These affiliated reserve units receive priority for equipment to make them compatible
with their parent active divisions and to improve their readiness. Thus, they will be
capable of early deployment with the parent divisions in any mobilization. We have
begun to receive favorable reports from operational exercises involving affiliated units
and it is now clear that both active and reserve units benefit from this relationship.

In FY 1975, support to crembat conversions allowed deployment of an Army
brigade to Europe. Plans are novw proceeding to move an additional active Army
brigade to Europe by the end of FY 1976. The U.S. will then have the equivalent of
five divisions, instead of the 4 1/3 at end FY 1974 in the NATO Central Region. This
redistribution of forward deployed and CONUS-based combat units is essential to
deterrence.

The deployment of active Army divisions and separate brigades is shown in Table
IVC.1; in addition, one active Marine division is in the Pacific theater (Okinawa and
Hawaii), while two are in CONUS.

TABLE IVC-1

Divisions Brigades

CONUS 10 2
Korea 1
Hawaii 1
Germany (NATO) 4' 1 (Berlin)
Panama 1
Alaska 1

'In addition, a brigade from each of three CONUS-based divisions is deployed
to Germany

The U.S. land forces in Europe constitute an essential part of the NATO forces in
place. U.S. forces in the Pacific provide a visible sign to the world of our continuing
commitment to that region and contribute to the stability of Northeast Asia. CONUS
forces are capable of reinforcing either theater, and provide a base for the rotation of
forces deployed overseas. CONUS-based active forces also are fully capable of
deploying elsewhere in response to Presidential direction.

Currently, seven of our 16 active Army divisions and five of the eight reselre
divisions are "light" (infantry, airborne, or air assault), and we plan to retin this mix
of light and heavy forces in FY 1977. The U.S. h~s significantly increased the antitank
capability of these forces through the introduction of Tow and Dragon antitank
missiles. While these relativellv light forces could contribute strongly to any defense of
NATO, higher tactical mobility and fire-power make heavy (armored or mechanized)
divisions a better match for those Warsaw Pact forces and Soviet-equipped forces that
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we might face in many contingencies. Therefore, as soon as funds and equipment
availability permit, the intent is to convert two active Army infantry divisions into
heavy divisions.

The Army is currently analyzing the cost implications of these conversions, but
initial procurement of equipment for these changes will not begin earlier than FY
1978. The active Army force wouJ still contain an airborne division, an air assault
division and three infantry divisions. These five divisions, along with the three active
Marine divisions, should be sufficient to meet foreseeable requirements for predomi-
nantly infantry forces.

The rationale for the Marine Corps, unlike that for the major portion of the Army,
is not linked principally to the central NATO battlefield. The focus of the Marine
Corps' three active and one reserve divisions, each with its own air wing, is on the
conduct of amphibious operations. Their capability to land by amphibious operations
operations against opposition promises utility in a variety of contingencies The
Marines could also operate on the NATO flanks to supplement the capabilities of our
allies with exposed coastlines. Once ashore, if reinforced with sufficient armor and
anti-armor weapons, Marine divisions also would have capabilities analogous to those
of Army infantry divisions. In short, they are one of our most flexible assets.

As with the Marines, there are some Army forces which are needed for tasks of
national concern other than the central NATO battlefield. We maintain and forward
deploy three such active Army brigades, one for the defense of the Panama Canal
Zone, and one each in Alaska and Berlin. In addition, we retain one Army division in
Korea. Although Soath Korea increasingly is assuming full responsibility for defending
itself against a North Korean ground attack, the prosence of the U.S. division on the
Korea, - peninsula still performs several vital functions. It helps to deter aggression
from the North and to demonstrate our commitment to South Korea and Japan.
Beyond this, the division plays a useful role in fostering overall regional stability.

The total land force consists of 24 116 active and eight reserve) Army and four
Marine divisions. While some risk is attached to the current force level, that risk is
considered to be within prudent limits, so long as it is understood that a worldwide
war with the Soviet Union could not be tought simultaneously in Europe and in
Northeast Asia: U.S. land forces are scaled to fight in one tneater or the other, but not
both, while retaining the capability to handle a lesser contingency elsewhere in the
world.

a. Fts Soauvs

1)1 Inititlee

The Land Forces Pro-'ram for FY 1977-81 continues the initiatives of the past
several years. Our emphasis remains on increasing the responsiveness of our ground
forces and their capability to stop Warsaw Pact armor-hevy forces, while retaining the
capability to react to contingencies elsewhere. This flexibility will be achieved within
current active manpower levels and by continued reliance on the Reserve Components.

It should be understood that the formation, training, and equipping of major land
force units requires a substantial period of time for thorough and deliberate planning.
While Congress reviews and approves force level plans on an annual basis, many
initiatives must be viewed from the perspective of, and are presented as, multi-year
plans.

In FY 1977, two divisional combat brigades will be added to the force. When these
activations are completed, each of the CONUS-stationed divsions will have ell of their
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active elements at one post rather than divided between two posis as was planned for
some last year.

Programs to integrate the Army Reserve Components with the active forces will
continue. The major effort in this area is still the affiliation program. Results to date
have been encouraging and in FY 1977 we will increase the number of affiliated
Reserve Component battations to 97 from 26 in FY 1974, the first year of the
program.

In addition the Army will begin by FY 1077 a test to develop doctrine and tactics
for antitank battalions designed around nfantry antitank guided missiles. If the test is
successful, reserve antitank battalions will be formed and planned for early
deployment to Europe and will have high priority for receipt of Tow and Dragon
ATGMs.

In Europe, the Army will be maintained at a stable troop level of about 199,000.
We will continue to deploy in Germany four full divisions and one brigade from each
of three CONUS-based divisions. Conversions in FY 1975 and FY 1976 of 12,175
Army support spaces to ccnbat spares as part of the Nunn Amendment have
contributed significantly to the increase in forward deployed combat power. However,
we miay be at or near the point where further support reductions would be inadvisable.
Therefore, it may be necessaty to maintain the combat-to-support ratio at Vie
post-Nunn Amendment level during a period of review.

US. land forces manpower strength on the Korean peninsula will be about the same
as ths FY 1975 level. However, we are shifting some manpower from combat support
and support forces to increase the combat manning of the division deployed there. The
increase in combat troops in this division will significantly improve its combat
readiness.

In addition to structure changes and redeployments, training programs must include
realistic demonstrations of our capability for strategic mobility, such as have been
provided since FY 1967 by the annual REFORGER exert 'se. This exercise series is
important. Strategic nuclear parity with the Soviets reqi' ; es an increased emphasis on
our capability to reinforce NATO with conventional forces, a capability which is the
keystone of NATO plannin ,. Annual testing of U.S. and NATO plans and procedures
during REFORGER providn an excellent opportunity for U.S. forces to improve their
combat readiness by working with our allies.

In FY 1977. we intend to modify this exercise by deploying equipment of selected
elements of the 101st Airborne Division (air assualt) to Europe by sea while the
personel will go by air. Exercising the capability to deploy a different type of force
by sea, as opposed to past practice of deploying units by air to their prepositioned
equipment stocks in Europe, will be profitable in two ways, over and above its unit
training value First, it will contribute to the understanding of the problems inherent
in sending reinforcements to Europe by surface transportation. Second, it wi!l
underscore our capability to perform this vital operation. The need for annual strategic
mobility exercises will remain valid in the future.

flespite these program initiatives, we do not seek an increase in the size of the
forces. Our goal remains better use of available manpower. We believe that these
increases in combat power, responsiveness, and sustainability are both prudent aii=
achievable. However, there must be stability in personnel strengths if we are to
cont.,nue to reverse , he trend which has decreased the readiness of the lai.1 forces and
their capability to perform their assigned tasks

The program for Marine Corps land forces is similar to the program for the Army.
With no increase in end strength, we seek to improve their combat capabiiity. their
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ability to oppose armored forces, their sustainability, and teir traditional responsive-
ness. We plan specific program changes which will result in manning companies which
were previously in a cadre status, and increasing the rranning level of CONUS-
stationed Marine divisions. Marine antitank capability w;l be further improved by
increasing the density of Dragon antitank missile trackers from 16 to 24 per battalion
within the division most likely to deploy early in a NATO L',nflict; th-. , nf T--d

missile systems will be increased overall by about ten percent. The program also
increases the planned procurement of M-60 tanks in order to increase active assets and
retain a reserve tank battalion previously scheduled for deactivation. Procurement of
the Tow-equipped attack helicopter, newly designated the AH-1T, will be completed
in FY 1978.

(2) Force Structure Chanes

The number of reserve and active divisions represents no change from FY 1976-16
active and eight reserve for the Army and three active and one reserve for the Marine
Corps. However, the Army divisions are further strengthened by the addition of the
two new active brigades.

Rather than incorporate two existing separate maneuver brigades into two of the
three new active Army divisions as previously planned, we now will retain them
separately in the active Army force. This change in the program will still require
retention of two Reserve Component brigades as the third brigades of the divisions at
Fort Polk and Fort Stewart, Within the Reserve Components, we are planning to
convert one of these "third" brigades, the 256th Infantry Brigade, to a mechanized
brigade in FY 1978, which will make it compatible with the newly-formed 5th
Division (M). We do not plan any change in the active armored cavalry units, but the
number of Reserve Component Armored Cavalry Regiments has been reduced from
four to three as part of our realignment. Similarly, the number of active Special Forces
groups remains constant while we plan to reduce the reserves by one group in FY
1978.

Programmed Air Defense units change only slightly from last year's program. We
will retain through FY 1977 the Nike Hercules batteries in Germany which we had
previously offered to the Federal Republic of Germany for their own forces. The only
change in programmed Reserve Air Defense units is the timing of the first introduction
of Chaparral and Vulcan to the Reserve.

The Marine Corps force structure remains essentially the same as presented last
year, with the exception that we will retain a reserve tank battalion that was scheduled
for phase-out last year.

6. Force Modernization and Readiness

Great dependence is placed on materiel acquisition programs to keep pace with
improvements in Soviet land force capabilities. Owing to the high cost of manpower,
there are a number of areas where it is considerably cheaper to modernize forces rather
than increase the size of the force to provide comparable improvements in capability.
A strong and broad technological base is needed to continue to provide such
modernization alternato/es as well as to reduce the possibility of our being surprised by
new Soviet warfighting technology. Beyond bas;c technology, however, it is wise to
complete development on and procure only those items which offer cost savings
and/or significant improvements in mission areas where there are serious deficiencies.
For example,, while continuing basic research and development in both larger and
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smaller caliber main tank guns, we are buying improved ammunition for existing 105
mm tank guns as the best way to improve the capability of the tank fleet to defeat
improvements in Soviet armor.

The cost of modern weapons is rising, as is their related logistics support At the
same time, quantity is needed as well as quality. For this reason, money is invested in
the procurement or modification of systems already fielded in order to maintain
adequate inventory levels while providing near-term improvements in capability. The
acquisition of more reliable and maintainable systems reduces maintenance needs and
frees additionbl manpower for combat roles. Similarly, there will be continuing
emphasis on equipment standardization within U.S. forces and with allies so as to
reduce logistics requirements.

Inventory objectives are set at a level that will provide the unit equipment,
maintenance float and war reserves our forces would need to outlast the Soviet Union
in a conflict involving NATO and the Warsaw Pact. Since submission of the FY 1976
budget, several program changes have caused these inventory objectives to increase.

To improve U.S. antitank capability at the outset of a war with the Soviet Union,
we have decided to increase the density of antitank guided.missile (ATGM) systems in
Europe-deployed Army forces and Army forces with equipment prepositioned in
Europe.

Total Army inventory objectives for some items such as tanks, armored personnel
carriers and artillery have been adjusted owing to the need for this equipment in the
two divisions we plan to convert from light to heavy. However, these conversions have
no direct impact on procurement programs for FY 1977.

The Army's inventory objectives now include revised estimates of the war reserve
stock requirements needed to replace combat losses. Last year's interim increases in
the total inventory objective for tanks and APCs were estimates based on an initial
evaluation of the very heavy combat loss rates experienced by both sides in the 1973
Middle East War. This year's estimates for most items are the results of simulations of
a war in Europe. While the new inventory objectives for tanks and APCs are higher
than the interim estimates, they are still based on loss rates somewhat lower than those
actually experienced in the Middle East.

The strengthening of the Marine divisions will also necessitate an increase in our
inventory objectives. We now plan to retain the reserve tank battalion which was
scheduled to be dropped from the USMC in FY 1977 and add two tank companies to
the active force. These changes in planned force structure increase the Marine Corps
inventory objective by approximately 150 M-60 series tanks. In addition we plan
modest increases in the density of antitank guided-missile systems in the Marine Corps,
with emphasis on the East Coast division. Additional options for improving the Marine
Corps capability to operate in an armored warfare environment are under study. The
net changes in combined Army and Marine Corps inventory objectives (I/O) resulting
from the above programming changes are as follows:

TABLE IVC-2

Last Year's I/O Current I/O

Medium Tanks 10,300 14,400
Armored Carriers (M-1 13Als and MICV) 16,500 21,400
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(1) Close Combat

We believe that the land battle in a war with the Soviet Union will be dominated by
mobile armored forces. Consequently, one of the most important goals is to improve
both the offensive and defensive capabilities of our land forces for this kind of
warfare. We propose, therefore, both quantitative and qualitative improvement in
tanks, armored carriers, and antitank guided missiles. The acquisition costs of major
land forces modernization and improvement programs are shown in Table IVC-3,
beginning on the following page.

(a) Tanks

Several points need to be made in justification of the current Army and Marine
Corps tank program:

-Total procurement over the last ten funded delivery periods (9 1/4 years),
including procurement of 1,209 kits for the conversion of 90 mm M-48 series tanks to
the M.48A5 configuration, amounts to less than 36 percent of our inventory objective.

-Assets at the end of the FY 197T funded delivery period, including M-48A5 assets
but not counting our 90 mm M.48 contingency assets, will total less than 65 percent
of inventory objective.

-Proposed procurement for FY 1977 and FY 1978, including a total of 1,058
M.48A5 kits and 1,629 M.60 series tanks, will bring us to 81 percent of the inventory
objective.

M-60 Sealai Tanks

Increases in pioduction capacity for M.60 series tanks, which were initiated with
FY 1975 funds, are progressing on schedule and a production rate of 101 tanks per
month should be reached in February 1977. FY 1976 funds for the laser rangefinder
and solid state computer were removed from the budget pending validation of their
cost effectivensss. This a.ialyss is completed and we anticipate initiating a reprogram.
ming action to begin procurement in FY 1976. We also plan to proceed with all of the
other components of the M-60A1 product improvement program, including the
thermal imaging night sight Since M-60 series tanks will probably be retained in our
inventory through the year 2000, we will continue to examine possibilities for
additional improvements. The total request ;n FY 1977 for procurement of the
M.60A1/A3 is $494 million; this will buy 927 M-60 series tanks for the Army and 41
for the Marine Corps.

M-48AS

The M-48A5 is an M-48 series tank which has been upgraded with the same main
gun, fire control and engine as the M-60A1 tank. Our M-48A5 program was initiated in
FY 1975 and we had planned to procure 1,209 M-48A5 conversion kits through FY
197T. Verification testing has shown the M.48A5 to be an acceptable tank; it is
comparable to the M-60 series in mobility, firepower, and protection. Since the
conversion of old M-48s to M-48ASs is cheaper than procuring new M-60Als, the
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TABLE IVC-3

Acquisition Costs of Major Land Forces Modernization
and Improvmient Programs'

([Dollars in Millions)

Trans.
FY 197n FY 1976 Period FY 1977 FY 1971
Actual Planned Planned Prop'd Prop'd for
Fundin Funding Funing Funding Authorleation

Cloan Comnbat

Continued Modif lcation $rnd

Procuiremtent of MO0 SeriesiTanks lindcling USMC) 259 511 Is& 571 so
MaJor Modificastion of M48
Tanks 54 100 26 62 81

Devielopment of New Main
little Tank I XM.I) as 52 39 141 213

Procuremenmt of Armored Personnel
CarriersIM.1 13AII 7 61 26 U75

Developiment of Mechanised Infantry
Combtl Vahicle IMICV) 12 Is 3 303

Continued Procuremfent of Tow and
Dregon Antitank Missiles (including
Marine Corps). and Acquisition of a
Thermial Night Sight for Tow 243 269 46 233 221

Helicopter$

Acquisition of Cobra-Tow Attack
Helicopters 21 60 28 129 119

Acquisition of Sea Cobra Attack
Helicopter (USUCI 26 13 64 26

Developmfent of Advanced Attack
Helicopter 61 56 It 112 115

Acquisition of Hellfire Helicopter
Launched Antitank Missile 9 4 1 17 40

Oeveoprmant of Aerial Scout
Helicopter (ASHJ 1 5 7 26 as

Acquisition of Utility Tactical
Tranaport Aircraft Systemn (UTTASI 53 92 19 213 170

Air Defeonse

Acquisition of the singer Missile
Sirsiem (including USMC) 33 23 2 72 113
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Acquisition Costs of Major Land Forces Modernization
and Improvement Programs' (Cont'd)

(Dollars in Millions)

Trans
FY 1975 FY 1976 Period FY 1977 FY 1978

Actual Planned Planned Prop'd Prop'd for

Funding Funding Funding
2  Funding Authorization

Air Defense (Cont.d)

Procurement and Modification
of Chaparral/Vulcan Air Defense
System 14 64 3 75 43

Amuisition of the US Roland
Missile System 18 55 12 85 63

Development of Advanced
Forward Area Air Defense

Systems 114 1 2 5

Acquisition of Improved Hawk

Surface To-Air Missile Systems
(including USMCI 113 102 3 107 67

Continued Development of SAM.D
Surf ace-To Air Missile System 104 131 40 180 193

AN/TSQ-73 Air Defense Command
and Control System 10 6 1 42 45

Fire Support

Acquisition and Modficat ion of the
Pershing IA Missle and Development
of Pershing It 20 37 7 36 44

Acquisition and Modification of
Lani Missile System 64 3 1 78 76

Oev lpanent of a General Support
Ro.-ket System - - - 1 I7

Acquisition of New Cannon Artillery 17 26 25 82

Incudes ots of RDT&E, procurement of the system and initial spares, and directly related military construction
2Jul I to September 30, 1976.
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modification is cost-effective ard we now plan to convert all available M-48 series
tanks to the M-48A5 configu-ation. Kits for the first 514 of these conversions are
funded for $62 million in FY 1977.

XM-1

The XM-1 is needed to help offset the quantity advantage in medium tank strength
enjoyed by the Soviet forces. The competitive validation phase of development will be
completed by July 1976 and the winning contractor will be selected at that time.
Following selection of the winning candidate, one contractor will initiate full.scale
engineering development. The XM-1 program is progressing on schedule, and with both
contractors projecting accomplishment of performance and design-to-cost goals.
Considering the magnitude of the potential improvements in force capability offered
by this new tank, we believe it is prudent to plan to proceed with the XM-1 on our
current schedule.,

In September 1976 a modified Leopard II prototype will be subjected to a
comparative evaluation against XM-1 requirements. The tests and evaluation will be
identical to those accomplished by the U.S. candidates. Final results of the Leopard II
evaluation are scheduled to be available by March 1977 and will be considered fully in
the process of dpcision-making on tank procurement.

(bi Armored Canrer,

M.113

Armored carriers are needed as infantry carriers, scout vehicles, and Tow carriers as
well as for othar roles such as combat engineer, ambulance, and maintenance vehicles.
The current btandard vehicle for all these roles is the M.1 13A1., The FY 1977 buy of
1,200 M.113A1s will increase the asset position from 61 percent of the inventory
objective at the end of the FY 197T funded delivery period (FDP) to 67 percent at the
end of the FY 1977 FDP. A buy of 1,000 M.1 13Als is planned for FY 1978. The FY
1977 and FY 1978 requests are to replace the obsolete M.114s and 1/4 ton jeep
substitutions in the scout role in CONUS; to fill reserve component rt-quirements as a
part of our continuing effort to upgrade the total force; and to partially reconstitute
high priority POMCUS recuirements. Funds are also requested in FY 1977 and FY
1978 for a high priority program to istall the Tow system on the M.113A1 and
reduce the vulnerability of the crew on those M.1 13A1s with Tow s'/stems.

MICV

The mechanized infantry combat vehicle (MICV) will replace the M.113A1 armored
personnel carrier in mechanized infantry battalions in NATO and CONUS-reinforcing
units, and will become the Army's first infantry combat fighting vehicle. Since the FY
1976/7T budget request, some technical problems have developed in the MICV
development program. As a result, the Army has delayed this program approximately
one year to solve these problems. The cost of the delay will be approximately $5
million in FY 1977 dollars. Procurement funds previously requested will not be
needed until FY 1978.

The Bushmaster program, which wil provide a 25 mm automatic cannon for the
MICV, was reviewed by the DSARC in March 1975. The DSARC approved the Army's
recommendation to enter engineering development. An eternally-powered cannon
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will compete against a self-powered cannon in a comparative evaluation, or
"shoot.off," prior to final cannon selection. Since the Army does not want to delay
fielding of the MICV until the Bushmaster cannon is in production, 234 MICVs from
Initial production will require interim armament. At this time, the most economical
solution to an interim armament for MICV is the product-improved M-139 20mm gun.

Analyses done for the DSARC meeting on Bushmaster indicate that MICV
equipped with Tow as well as Bushmaster is a very attractive concept. As a result, the
Army has initiated a high priority program to determine the feasibility, cost, and
effectiveness of putting Tow on the MICV. The focal point of this effort will be an
Integrated Tow/Bushmaster armored turret (TBAT). The MICV in the scout role has
been designated as the primary tostbed vehicle. Assuming that a successful design can
be achieved without degradation of the squad's capabilltv, the TIAT will be
considered for MICV squad carriers.

e. Anttank Gu Mi,Ie SNO e

TOw

The FY 1977 Tow procurement will provide a tufficient number of operational
missiles and launchers needed to equip most of the active and Reserve Component
forces. The FY 1977 request of $108 million also includes procirement of 236
thermal imaging night sights for Tow; the remaining night sights are funded in FY
1978-81.

The FY 1977 and 1978 procurement request of $256 milon for Dragon would
achieve most of our inventory objectives.

RDT&E funds amounting to $3 million are requeted in FY 1977 to complete the
technical data package for the Dragon and to develop and test a night sight using
modules that are a standard part of the Tow night sight. These RDT&F efforts will
significantly increase Dragon capability.

Current helicoptir programs are basically unchangWc, from last year and are aimed
at the phased replacement of an aging inventory with a new generation of helicopters
during thte I080s.

Interest in the helicopter as a weapon system on the modern battlefield is growing.
Significantly, the Soviets have recently begun to field an armed transport helicopter
designed for air assault operations, the MI-24 Hind, while the West Germans are
saking to provide their forces with an antitank helicopter. It is presently unclear
whether this FRG helicopter will be a German or U.S. development.

Cobra-Tow

The Tow.armed AH-1 helicopter (AH.1S' or Cobra-Tow, is being procured to

provide a near-term, high-mobility anti-armor jpability and to serve eventually as the
"low side" of a high-low attack helicopter fort v mix. The Advanced Attack Helicopter
(AA;l) will represent the "high side". The AH-IS is basically an improved version of
AH-10 (Cobra-Tow) attack helicopter with an uprated engine, dynamics, and
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transmission. The Cobra-Tow program is structured to provide a total of 595 AH-1S
aircraft through modification of 290 existing AH-1 aircraft and procurement of 305
iew AH-1Ss. The FY 1977 budget includes $10 million to complete the modification

of the 290 AH-1Gs. The procurement program of new aircraft, which calls for $129
million in FY 1977, will continue with 82 AH-1Ss. In FY 1978 and FY 1979, 83 and
74 AH-1Ss will be acquired and will complete the buy.

Son-Cobra

The Marine Corps attack helicopter program also involves the modification of a
standard ordnance helicopter, the AH-1J or Sea-Cobra, to carry the Tow missile
system. Of the 124 AH-1 attack helicopters the Marine Corps will finally procure, 57
will be the Tow-modified AH.1T (formerly designated the AH-1J+), and the re6.i-.:ng
67 will be AH-1J gun ships. The AH-1T will have an uprated engine and transmission
and a lengthened forward section. Of the 57 AH-1Ts, 33 will be modified structurally
and outfitted so that a Tow kit could be easily installed at maintenance depots and 24
will be procured fully.equipped to fire the Tow. The budget request of $64 million in
FY 1977 is for 23 AH-1"'s; the final eight aircraft will be procured in FY 1978.

Advanced Attack Hellcoptor (AAH)

The AAH, representing the "high side" of the Army's high-low attack helicopter
mix, is proceeding with test flights of the two competing contractor prototypes. The
approved program calls for the procurement of 472 helicopters. These aircraft,
coupld with the programmed AHA1Ss and the remaining AH-1G gun ships, should
provide sufficient attack helicopter assets to satisfy the Army's inventory needs for a
16 division active force although the Army is reviewing attack helicopter structuring
doctrine. The FY 1977 request of $112 million will allow the award of an engineering
development contract to the winner of the Phase I competitive development. Funding
in FY 1978 will allow for continued development and testing.

WIf a, He ,opter Laundhed Antitnic MWIe

Like the ground-launched Tow missile, the helicopter-launched Tow missile is
wire-guideo. Consequently, the launching helicopter must remain in the line-of-sight of
the target until missile impact, thus lengthening its exposure to ground fire. It would
be highly desirable to equip attack helicopters with an antitank missile which would
permit them to launch a missile and leave a hostile area or, in Army parlance, to "fire
and forget." The Army, thercfore, plans to start engineering development of a small,
laser-guided missile, the Hellfire. The :dset designator could be mounted in the attack
helicopter itself, in a scout helicopter, or in a ground vehicle. When the laser designator
is in some other aircraft or ground vehicle, the attack helicopter could launch the
missile toward the designated target and leave, while the laser operator guided the
missile to its target with a laser beam.

Advarned Scout Helicopter IASH)

As described last year, the Army has stated a need for an aerial scout helicopter
which can capitalize on advanced target acquisition and designation technologies and
which will complement the increased offepsive capabilities of the AAH. The concept
calls for a small, agile helicopter capable of day or night target location in battles of
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medium intensity, and able to designace these targets for engagement by other
ordnance delivery systems, both conventional and laser tracking. The Army's proposed
program has been reviewed; this review validated the need for an ASH, and the
Department is requesting $26 million for development in FY 1977., The Army has
been directed to ensure that the ASH program fully investigates the feasibility of
establishing a design for a common family of light helicopters.

Utility Tactical Transport Aircraft System (UTTAS)

The UTTAS is designed to replace the UH.1 (HUEY) in assault helicopter, air
cavalry, and aeromedical evacuation units. With a crew of three, it can airlift a
complete, fully.equipped Army infantry squad of 11 troops into combat, resupply
these troops while they are in combat, and perform aeromedical evacuation. The
UTTAS development program for FY 1976 consists of Government Competitive
Testing (GCT) due to begin in March, source selection scheduled for November, and a
DSARC decision on low-rate initial procurement to be made in December 1976. The
FY 1977 request of $213 million will provide for completion of the competitive
development phase and procurement of the first 15 aircraft. Procurement funding will
continue throughout the program years, with 24 helicopters in the FY 1978 request.

We believe that UTTAS could be highly effective in fulfilling other helicopter
requirements. Accordingly, we are considering this aircraft as a replacement for the
Marine Corps CH-46 troop lift helicopter and as a candidate for the Navy's proposed
LAMPS MK Ill ASW helicopter. Although certain doctrinal and design considerations
would have to be resolved before UTTAS could become fully effective for other than
Army requirements (and industry must have a full opportunity to bid competitively
on these additional defense helicopter requirements), the potential exists for up to 85
percent commonality among various UTTAS variants.

13) Air Dskm

Theater air defense is provided by a mix of aircraft, SAMs, and AAA weapon
systems supported by radars, command and control systems, electronic warfare
equipment, and passive measures such as camouflage, decoys, and dispersion. The
objective of air defense is to limit the opponent's effectiveness in attacking critical
assets and to allow land forces to maneuver.

Area air defense is best provided by mannWd aircraft operating in conjunction with
highly capable early warning, surveillance, and command and control systems. Air
defense against raids attacking specific high value friendly targets is more effectively
paformed by short-range, high rate of fire and high altitude ground.based missile
systems.

The need for new systems or improvement of existing weapons systems is always
evaluated within the framework of achieving an integrated, balanced, adequate air
defense. To assure the interoperability of the ground and airborne air defenses, the
Army and the Air Force are collaborating to study their air defense and airspace
control systems and assess their ability to function during high levels of activity and in
the presence of the ECM threat.

A number of improvements in an defense capabilities are being pursued.
Replacements are in development for ali the major fiePd Army air defense missile
systems: Stinger for Redeye, U.S. Roland for Chaparral, SAM-D for Nike Hercules and
Hawk. The AN/TSQ.73 is designed to replace the AN/MSG-4 command and control
system. The requirement for a new air defense gun remains to be determined.
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StingelrManpads

The Army plans to procure the Stinger man.portable missile to replace the Redeye
missile in the active forces and to equip the reserve divisions. Stinger will overcome
major Redeye deficiencies by providing a forward engagement capability, reduced
susceptibility to countermeasures, and an IFF (Identification, Friend or Foe)
capability. In addition, the Stinger missile will be able to engage targets with greater
speed and maneuverability. Man-portable system options include an alternate seeker
and guidance approach to the current Stinger system. In FY 1977 we are requesting
$72 million for the Stinger program.

Chaparrl/Vulcan

Chaparral and Vulcan are designed to provide mobile, short.range air defense in
critical, non.divisional rear areas and for all of our divisions. The Chaparral system is
scheduled to undergo improvements through modification. These improvements will
give the system a forward engagement capability, Improve the warhead, and
incorporate a fuse that is less susceptible to jamming. Vulcan is the currently
deployed SHORAD gun system. On.going product improvement programs will
enhance reliability, availability, and maintainability of the system. The Army is
continuing to assess the efficiency of improvements to Vulcan as an interim solution
to a new air defense gun. The Army will procure 52 Chaparral fire units in FY 1976
and is reducing the training base by one battery to provide the necessary fire units to
equip completely the air defense battalions required for the new divisions. Acquisition
funding requested for Chaparral and Vulcan in FY 1977 is about $75 million.

U.S. Roland

In January 1975, the Roland II was chosen as the Army's new all-weather,
short.range, air defense (SHORAD) missile system to replace and/or supplement
Chaparral in the mid.1980s. This program is a significant milestone in cooperative
efforts to achieve interoperability in the NATO alliance. In FY 1977, the request for
development funding is $85 million.

Advanced Forward Area Air Defense System IAFAADS)

The need for a new low altitude air defense system of the division area continues to
be examined. It is not clear whether guns and/or missiles would provide the best
defense for the la)te 1980s. Any proposed response to this need must take into
consideration thi d.ions already made on new systems, su, h as Roland, Stinger
AWACS, and the F.16, that will fulfill some portion of the low altitude forward area
air defense mission. Low level development funcr-ng of $2 midlion is planned for FY
1977 to establish more definitive requirements in t0is area.

improved Havw

Nike Hercules and Improved Hawk continue to provide necessary high and medium
altitude air defense coverage. U.S. systems are deployed in Korea, Germany, Alaska,
and CONUS. Nike Hercules was first fielded in 1958 and last produced in 19M4. We
envision that it will be completely phased out of U.S. forces in the next few years as
the SAM-D becomes available. However, we will still support our allies who have
deployed Nike Hercules batteries.
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Further modifications to Improved Hawk are being considered. Two battalions of
Improved Hawk are to be procured, one each in FY 1976 and FY 1977. For
development, modification and procurement of Improved Hawk $107 million is being
requested in FY 1977.

SAM-D

SAM-D is a longer-term air defense program which offers the potential for providing
improved medium and high altitude defense into the 1990s. Full-scale engineering
development was delayed last year pending the outcome of the "proof-of-principle"
(POP) tests to demonstrate the technical feasibility of the TVM (track-via-missile)
guidance. Four objectives were defined for the initial POP tests and sixteen GTVs
(guidance test vehicles) were allocated to this test program.

The first six GTVs were all unqualified successes. These tests included demonstra-
'ion of TVM performance against a singlc non-maneuvering target, a high-maneuvering
target, nan-maneuvering targets in formation, an, a low altitude target. Continuation
of the development program in FY 1977 calls for $180 million. The first procurement
funding of SAM-D is now planned in FY 1979.

There is increasing NATO interest in SAM-D. The FRG and U.S. have undertaken a
study to collect performance and cost data from which the FRG can determine the
eole of SAM-D in NATO air defense as a potential replacement for Nike Hercules and
Hawk systems.

AN/TSO-73

The AN/TSG-73 is a third generation command and control system specifically
designed for Army air defense missile units. It is designed to replace the current system
which is inadequate, obsolete, and costly to maintain and repair. Through the
TAC/TADS program it will interfare with the Air Force AN/TSQ-91 to enable the area
air defense commanders to control and coordinate the fire of Nike Hercules and Hawk
surface-to-air missile units. The AN/TSQ-73 is also being considered as the component
of the SAM-D system which would provide central control for a SAM-D battyiion. We
will procure 12 AN/TSQ-73s in FY 1977 and are requesting $42 million for that
purpose.

14) Artillery Fire Support

Included in this category are cannon artillery systems, surface-to-surface tactical
missile and rocket systems, and associated target acquisition and fire control systems.
These force elements must be capable of furnishing effective fire support to the
maneuver forces with both conventional and nuclear munitions. Warsaw Pact
artillery-cannon and rockets-outnumbers our artillery by a substantial margin in
those forces assigned to oppose us in Europe. Therefore, several programs are under
way to improve the performance of our smaller number of artillery weapons.

Perstaing

Pershing intErmediate-range missiles provide one of the more responsive and
survivable nuclear delivery options for the theater commander. Funding provided in
the FY 1976 and transition budgets completes the procurement of Pershing IA. The
advanced technology developmen, program for the Pershing II terrr;nally-guided
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reentry vehicle would continue in FY 1977 at a level of $36 million. This program will
provide extremely accurate warhead delivery through use of radar correlation terminal
guidance. Because of the increase ;n effectiveness of the terminally-guided warhead,
units equipped with the Pershing II will be able to cover a larger number of targets
than the Pershing IA units and still achieve a high damage probability. The low yield
and high accuracy of Pershing II will also permit a significant reduction in collateral
damage while assuring sufficient damage to military targets.

Lance

The six Lance battalions in Europe provide a capability for nuclear artillery fires to
the Corps commander. These systems are highly mobile and responsive. The program
to modify existing Lance assets with an improved safety and arming device will
continue with a request of $2.4 million in FY 1977.

For some time the Army has had tnder development a non-nuclear warhead for the
Lance missile. With Lance replacing the Honest John, the U.S. has no non-nuclear
rocket assets for the U.S.-European force. The procurement of non-nuclear missiles
and warheads would allow the six Lance battalions to contribute to a conventional war
by supplementing the fire support available from cannon artillery and tactical aircraft.
Moreover, Lance can be used under all weakener conditions and is less vulnerable to
countermeasures. The Army proposes to procure 380 non-nuclEar Lance missiles and
warheads in FY 1977 at a cost of $78 million.

oral Suppon ReOket System

Most major armies of the world, but not the U.S., have free vocket systems as a
supplement to their cannon artillery systems. Warsaw Pact countries in particular have
deployed several such systems and are continually upgrading their capabilities. Such
rocket assets for the U.S.-European force. The procurement of non-nuclear missiles
at generally lower accuracies. Although t'ie Army phased out their free rocket systems
aft-ir Wold War II, recent studies hay thown that mixes of rocket and cannon
battihons are preferred over the present pure cannon force. For these reasons the
Army initiated a program to develop a General Support Rucket System (GSRS) with
funds in the FY 1976 and transition budgets and anticipates continuing the effort in
FY 1977 and 1978, We are requesting $1 million for this effort in FY 1977.

New Canni. at Artillery

Several programs are underway to improve the range and reliability of U.S. cannon
artillery. The program to modify the 8-inch howitzer continues in FY 1977 and 1978.
Recent testing has indicated the need for a muzzle brake on the 8-inch howitzer to
achieve tie full-range objective. Therefore, additional funding will be required in the
outyears.

Two new towed howitzers are nearing completion of development-the 155 mm
XM-198 and the 105 mm XM-204. These howitzers are programmed to replace those
currently in the light divisions, and the XM-198 is ptogrammed for use as well in some
battalions of non-divisional artillery.

The XM-204 is the first howitzer to incorporate the soft recoil principle, which uses
a forward movement of the recoiling parts to absorb some of the recoil force. Several
advantages, such as increased reliability and easier emplacement, accrue from this
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design approach. RDT&E will be essentially completed with FY 1976 funds and $8
million is being requested to procure 54 XM-204 howitzers in FY 1977.

The objective of the XM-198 program is to provide a helicopter-transportable
howitzer with a 30 km range using rocket-assisted projectiles and a 22 km range using
improved conventional munitions. Operational testing of the XM-198 is underway and
a DSARC review is scheduled for mid-1976 to decide whether this howitzer should be
procured, and if so, how many. Seventeen million dollars is being requested to cover
potential procurement of up to 72 XM-198s in FY 1977; an additional 220 are
programmed for FY 1978.

Artillery Ammunition

Procurement of immunition in FY 1977 will stress building up inventories of
improved conventional munitions (ICMs) scatterable mines, rocket-assisted projectiles
and propelling charges for the new long-range weapons.

The FY 1977 budget includes a request of $118 million to renew procurement of
the M-483 155 mm ICM after a production halt in FY 1976 for a design modification.
Funds ($41 million) are also requested for the 8-inch ICM. These rounds are much
more effective against personnel than conventional high explosives and have an
antitank capability; acquisition of these rounds is an efficient way to upgrade the
capability of our large inventory of 155 mm and 8-inch howitzers. About $24 million
is requested to continue procurement of 155 mm rocket-assisted projectiles which
would provide a much needed range increment for our 155 mm howitzers.

For procurement of new artillery-delivered antipersonnel and antitank mines, S62
million is requested in FY 1977. These mines can be rapidly emplaced in front of or
around attacking columns of infantry and armor in older to slow their attack and
increase their vulnerability to direct-fire weapons. Battle simulations show a largo
improvement in the performance of U.S. antiarmor forces when scaterable mines are
used. In addition, funds are being requested to provide new high-energy propella its for
the new 155 mm 8-inch longer-range howitzers.

The Cannon.Launched Guided Projectile (CLGP) program was discussed extensively
lat year. This program will provide a revolutionary new capability for artillery in that
a fixed or moving point target can be defeated with a single round through use of a
semi-active laser homing mechanism in the projectile, combined with a ground-based
or Pirborne laser designator for illumin, an of the target. Continuec RDT&E funding
($36 million) is requested in FY 1977.

Surveillance. Target Acquisition end Fire Control

Effective surveillance, target acquisition, and fire control systems are as important
to success with field artillery as effective weapons. Efforts to improve U.S. capability
in this area include: counter-battery and counter-mortar radars, advanced acoustic
weapon locator sensors, moving urget/stationary target radars, remotely-piloted
airborne vehicles, the TACFIRE automated fire direction and control system, and a
battery-level computer for fire direction. Other surveillance systems, such as Remotely
Monitored Battlefield Sensors (REMBASS). night vision systems, and emittor locator
systems, will contribute to target acquisition and battlefield surveillance.

The AN/TPQ-37 radar is a phased-array system in competitive prototype
development with two contractors. This system will have the capability to locate
hostile firing batteries with improved accuracy and will be linked to the TACFIRE
control system to provide timely ane accurate counter-battery fire. The AN/TPQ-36
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counter-mortar radar is similar but optimized for locating mortars in the forward area.
The existing AN/MPQ-4A weapon-locating radar is extremely limited in range, depends
heavily on highly skilled operators, and is unreliable. RDT&E funding of $17 million is
requested for the two radars, as well as $52 million for initial procurement of the
AN/TPQ-37.

The Standoff Target Acquisition System (SOTAS) is an experimental helicopter-
borne moving target radar system that can accurately locate moving targets with
sufficient accuracy for artillery fire. Remotely piloted vehicles (RPVs) are being
developed by the Army to acquire targets, adjust artillery fire, and ultimately to
designate targets for CLGP or other laser-guided weapons. When developed these
systems will add important new capabilities for attack with artillery of targets beyond
visual range. Funding requests include $8 million for SOTAS and $7 million for RPVs.

The TACFIRE system provides for computer-assisted fire allocation and technical
fire diiection at battalion and at division level. Development is nearly completed. A
decision on whether to procure this system, and if so, to what extent, will be made in
a DSARC review after additional testing is completed.

(5) Chreical Wurfare

Priority in chemical programs continues on developing adequate detection, warning,
and protective equipment, and the proficiency required to take full advantage of such
equipment. The requirement for U.S. military forces to operate in a toxic environment
is being considered in force and logistics planning, training programs, and weapon
system procurement. Funds for procurement of warning and protective equipment has
increased in FY 1977 to $74 million from $9 million in FY 1976.

Although priority is placed on maintaining a good protective capability, the U.S.
maintains chemical munitions to help deter enemy use of chemicals. The Soviet Union
maintains the world's largest lethal chemical capacity; Soviet and other Warsaw Pact
forces are well.trained and well-equipped to fight in a chemical environment. The FY
1977 budget rtquest includes no funds for procurement of new chemical munitions.
R&D programs on new chemical agents and munitions continue, however, as needs for
modernizing the U.S. retaliatory CW capability are reviewed. The Department is
continuing to work with other agencies of the government to prohibit chemical
warfare through international treaty.

2. NAVAL FORCES

It is essential for the United States, together with its allies, to maintain naval forces
which are capable of protecting our security and mutual interests in the event of
opposition by the naval forces of the Soviet Union and its allies. Furthermore, the
U.S./allied naval force structure must be readily seen by both friendly and hostile
governments as having this capability.

The seas are important to both the U.S. and the Soviet Union, but their dependence
on tree access to the seas differs markedly. We require the seas for commerce and
reassurance of our allies in peacetime, and for sea lines of communications (SLOCs) to
allies and power projection in wartime. The Soviet Union uses the seas for commerce,
for influence of peripheral states, and for SLOCs to its emerging client states in
peacetime. However, the Soviet Union and its allies are not dependent on sea lines of
commurications in a NATO conflict. Consequently, the Soviets might choose to focus
on attacking SLOCs vital to the survival of the U.S. and its allies.
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A nation's need for the seas, together with its available resources, determines its
primary naval missions. The U.S. and its allies emphasize the missions of sea control
for defense of SLOCs, projection of power ashore for use in wartime, and naval
presence to control crises in peacetime. The primary Soviet naval missions, on the
other hand, emphasize sea denial and defense against the U.S. capability to project
power, by carrier, air or amphibious operations, onto the European and Asian land
mass. They are increasingly employing their peacetime naval presence for diplomatic
influence as well, with Angola the most recent example.

Naval missions determine naval force structures. For sea control operations, the
U.S. provides sea- and land-based aircraft, surface combatants to provide ASW and
AAW support, attack submarnes, mines, surveillance systems, and mobile logistics
support forces. For the projection of power ashore, the U.S. provides sea-based aircraft
and amphibious forces, together with escorting and supporting forces. Much of our
force has utility in both the sea control and force projection roles and also carries out
the nava' presence and crisis control missions in peacetime.

For defense against our power projection forces, the Soviet Union maintains
extensive surface and air surveillance systems, land-based aircraft, major surface
combatants with long-range surface-to-surface missiles, attack submarines and mines.
Their coastal defense depends on a large number of smaller surface combatants and
land-based aircraft. Soviet attack submarines and major surface combatants have some
ASW capability and can also provide a naval presence for crisis control. The Soviet sea
denial capability is based primarily on attack submarines and-in some areas-land.
based aircraft. In areas near the Soviet Union such as the Eastern Mediterranean, the
Soviet surface fleet Is now large enough to attempt sustained sea control operations.

U.S./allied naval forces are in an adequate maritime situation when:

-They can defend the SLOCs and ship cargoes at acceptable loss rates in time of
war;

-They can bring sufficient naval power to bear to meet any requiremvnt that might
grow out of a crisis arising in peacetime;'

-The U.S. can successfully project power ashore from sea-based forces when and
where it is necessary to do so; and

-The U.S. and its allies deploy naval forces in peacetime which are and are seen to
be at least equal in striking power and superior in sea-control capability to the naval
forces deployed by the Soviet Union and its allies.

Subject to certain reservations, our assessment is that in most of the scenarios an
acceptable maritime balance currently exists. Over the past several years various
studies have concluded that:

-If the Soviet Union were to mount a campaign against our wartine SLOCs, U.S.
losses would be significant but probably not prohibitive in most circumstances. In
addition, the Soviets would lose many of their attack submarines and we judge that
U.S./allied naval forces would ultimately maintain sea control;

-The evolution of crises is so dependent upon the sequence of events and the
tactics employed by both sides that few generalizations can be made about their
outcomes. However, we believe that U.S. and allied forces, properly employed, would
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be able to deal with a wide range of tactical situations. The same should be true of
power-projection situations, in which preparatory measures, both strategic and
tactical, play a decisive role;

-Soviet naval peacetime presence increased sharply in the late 1960s but now
appears to have stabilized at a level below that of the overall U.S. presence; however,
in certain areas such as the Mediterranean the Soviet Union continues to deploy more
forces than the U.S.. When the peacetime fleets of allies on both sides are tallied, it is
clear that the U.S. and its allies deploy naval forces in peacetime which are superior to
those deployed by the Soviet Union and its allies.

It is essential to realize that this interpretation of today's maritime balance depends
on assumptions which are not wholly unfavorable to the U.S. and on having assessed
with reasonable accuracy some of the key uncertainties surrounding the operational
capabilities of both Soviet and U.S./allied naval forces. Nonetheless, given the present
trends in the Soviet Navy, maintenance of a favorable maritime balance in future years
will not be possible unless we modernize our fleet, maintain force levels, and improve
significantly the readiness of existing ships.

The role of U.S. naval forces extends well beyond participation in a NATO conflict,
and probably cannot be completely defined in the context of our standard force
planning scenarios. On-the-scene U.S. naval forces can contribute to stability in
politically turbulent areas of the world. Uncertainties concerning our future access to
allied bases may compel us to place increasing reliance on sea-based forces in many
contingencies. Naval forces, in short, have a worldwide role.

Despite that role, the size of the active Navy has been reduced from about 950
ships in mid-1968 to under 500 ships in mid-1975. However, the adequacy of our
naval forces cannot be determined solely by the size of the fleet. The real issue is
whether we can provide a balanced force capable of carrying out its missions when
opposed by the Soviet Navy.

In order to estimate the impact of the reduction in the size of the active Navy since
1968, it is necessary to account for qualitative as well as numerical changes. There
have been six major changes during the past seven years.

-Eight ASW carriers, which embarked about 28 S-2 aircraft and 16 ASW
helicopters each, have been decommissioned. The sea-based air ASW mission is now
carried out by more capable S-3 aircraft and SH-3 ASW helicopters operating from
attack carrier decks.

-One hundred twenty-three amphibious ships were decommissioned and 23 new
ones introduced into the force. The lift capability of the new ships surpasses that of
the older ones on a por ship basis, so that the net reduction in amphibious lift
capability has been mitigated.

-Fifty-nine diesel.powered submarines were decommissioned and replaced by 29
nuclear attack submarines. The individual capability of SSNs in ASW operations is
substantially greater than that of the diesel submarines they replaced., In addition, the
SSNs can operate in direct support of convoys, carrier task groups and other surface
forces.

-The largest reduction in combatant ships occurred in the destroyer/frigate class,
primarily owing to the block obsolescence of World War II destroyers. Although 46
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new FF 1052-class frigates with the high power SQS-26 sonar were delivered, 181
destroyers and frigates were retired. Despite the improved sonar, aggregate sonar
search capability has decreased nearly 20 percent. Furthermore, the reduction in the
number of destroyers and frigates was greater than the reduction in the number of
ships to which they provide ASW support, and the gunfire support capability of the
older destroyers has not been replaced.

-There has been a net loss of 32 underway replenishment (UNREP) ships since
1968 as newer AOE, AOR and AFS ships replaced older AO, AE and AF ships. The
capacity of the UNREP ships decreased by about 20 percent overall but the number of
ships requiring support decreased by about 40 percent. The Navy believes, however,
that the supply capability relative to requirements is inadequate.

-Eighty-one mine countermeasures ships were decommissioned or transferred to
the reserves. The mission of minesweeping in an amphibious landing area, or for other
fleet support, is now assigned to 21 RH-53D helicopters

While the U.S. fleet has decreased, there has been a substantial increase in the
number and quality of Soviet antiship missiles and torpedoes and in the platforms
which deliver them. In order to correct this situation, we must reverse the decline in
the number of active surface combatants. Our shipbuilding program should be
structured to do this. Emphasis is on a large number of less costly FFG-7 class frigates
designed to cope with moderate threat levels, and a smaller number of more costly
cruisers and destroyers armed with the Aegis missile system, designed to provide
support in a high threat environment The FFG-7 class, together with a proposed mix
of nuclear and gas-turbine Aegis-configured ships, forms the cornerstone of our
five-year shipbuilding program. We also plan to fund two aircraft carriers and a number
of support ships. In addition, the plan calls for upgrading older ships so as to extend
their service lives and increase the readiness cf existing forces. If our programs are fully
funded, we should be able to expand the size of the fleet over the next decade, as well
as make it more effective. There are certain factors, however, which ar constraining
the pace of the fleet buildup and modernization proaram. One factor, inflation in ship
construction costs, has beun severe, averaging approximately 14 percent fiom June
1974 to June 1975. This rate has apparently leveled off recently, but we still expect
inflation to raise ship construction costs hbv 10 to 11 percent per year through the end
of FY 1977.

Last year, emphasis was given to several problems associated with the shipbuilding
industry which impeded our rograms, and for ihe most part these problerms remain.
Heavy commercial competition for limited shipyard capacity, a shortage of some
important skills, and rumbersome rules of contract administration still limit the ability
and desire of shiphuilders to respond to Navy recluirements.

Another itsue is Title VIII of the Deoartment of Defense Appropriation
Authorization Act, 1975, which requires the Navy to use only nuclear power tor new
major combatants for strike forces. This requirement can be waived if the President
advises the Congress that nuclear propulsion is not in the national interest for specified
ships. Because Title VIII has a major impact on the fleet modernization program,
certain observations concerning nuclear power for naval ships are warranted.

Nuclear-powered ships are superio: in several ways to conventional-powered ships
with equivalent weapons and sensors. However, we must consider whether the
increased capabilities are requiied in the situations we are likely to face and whether
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the added capabilities are worth the extra cost. For submarines, the added capability
conferred by nuclear propulsion, as compared with existing forms of non-nuclear
propulsion, is clearly worthwhile. The situation is by no means as clear in the case of
surface ships, for which the added cost of nuclear propulsion is substantial., The type
of power for carriers and other surface combatants must be considered on a
case-by-case basis, aid if the added costs of nuclear propulsion are not warranted for
certain ships or if the added capabilities are not needed, the President will be advised
to certify to the Congress that nuclear propulsion for those ships is not in the national
interest.

In accordance with Section 803 of Title VIII, the present Defense Five-Year Pian
for construction of nuclear-powered ships is shown in Table IVC-4 below.

TABLE IVC-4

FYDP NUCLEAR-POWERED SHIP CONSTRUCTION PROGRAM

FY77 FY78 FY 79 FY 80 FY 81

Carriers - - I - I
SSBNs 1 2 1 2 1
SSNs 3 2 2 2 2
Surface Combatants - 1 - - I

Title VIII also requires that contract placement dates for nuclear warships be
specified. Months in which contracts have been or are expected to be signed for
nuclear ships funded in FY 1974, 1975, and 1976 are shown In Table IVC-5 which
follows. For the FY 1977-81 programming period, the present plai, is to contract for
nuclear ship construction during the fiscal year in which construction funds are
budgeted.

TABLE IVC-5

FY 1974 PROGRAM

CVN 70 Apr-, 974
TRIDENT I ISSON 726) July J74
SSN 706 Ormber 19;J
SSN 707 DEkc ro, r 143
SSN 706 October 1973
SSN 709 December 1973
SSN 710 October 1973

FY 1975 PROGRAM

CGN 41 Jaruary 1975
TRIDENT II (SSBN 727) February 1975
TRIDENT III (SSBN 728) February 1975
SSN 711 August 1975
SSN 712 August 1975
SSN 713 August 1975
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FY 1976 PROGRAM

TRIDENT IV (SSBN 729) January 1976
SSN 714 February 1976
SSN 715 February 1976

Another concern, since it involves the upgrading of present ships, is the continuing
backlog of ships due for overhaul and aircraft out of service for reasons of supply. The
net effect of this backlog is to reduce the military worth of the nation's capital
investment in ships and aircraft. We have attempted to program for an orderly
correction of this serious situation, but Co'igressional cuts in the FY 1976 budget have
precluded significant progress toward a solution. The Department is seeking again in
FY 1977 to program funds to reduce the backlog by 18 to 20 percent as the first step
in a Five-Year Plan to restore the material condition of these assets. Congressional
support for this important action is essential.

The specific programs that we propose for funding in FY 1977 continue to be
substantial. Table IVC-6 beginning on the following page provides the acquisition costs
of the major modernization and improvement programs for our naval forces.

a. Aircraft Carriers

The second nuclear-powered carrier, the Nimitz, was delivered to the fleet in 1975,
but our force level will fall to 13 because the two remaining Hancock-class carriers will
be retired in FY 1976. Delivery of the Eisenhower is expected in FY 1977 and the last
of the Nimitz-class carriers, the Vinson, is scheduled for delivery in FY 1981. We will
maintain a force of 13 operational carriers in FY 1977.

The reduction in the carrier force level may require changes in deployment
patterns. The United States, since the Korean War, usually has kept five or more
carriers deployed in forward areas-two in the Mediterranean, and at least three in the
Western Pacific, Normally, with all carriers homeported in the U.S., a total of 15 ships
would be required to support five deployed forward in peacetime. In order to meet
our requirements with a force of 13 operating carriers, a concept of flexible
employment is being examined which would deploy two carriers in the Mediterranean
and at least two in the Western Pacific at all times. The second carrier in the
Mediterranean could be available for excursions into the North and South Atlantic,
and to participate in NATO exercises.

In the Pacific, one of the two deployed carriers would be homeported in Japan. The
capability to surge additional carriers from the U.S. would still exist and would permit
a flexible response to contingencies in the Western Pacific and Indian Ocean areas. The
flexible employment concept will enable deployed forces to sustain more nearly a
forward deployment rotation of one-in-three. It will also permit higher readiness in the
remainder of the fleet by providing sufficient time to accomplish needed training and
maintenance, and will increase the capability of the entire fleet to respond quickly in
the event of a crisis.

124

s~l a2i



TABLE IVC-6
Acquisition Costs of Major Naval Forces Modernization

and Improvement Progrirns 1/

(Dollars In Millions)

Trans.
FY 1975 FY 1976 Period FY 1977 FY 1978
Actual Planned Planned Prop'd Propd for
Funding Funding Funding 2/ Funding Authorlution

Aircraft Carriers- -

Procurement of Nimitz-Clss
Aircraft Carriers 25 65 1 232 15

Acquisition of the CVNX

Aircraft Carriers - 6 3 12 409

Surface Combatants

Procurement of CON (formerly
DLGN) Nuclear-Powered Ships 18l 53 9 64 11

Development and Procurement
of Aegis-A'med Destroyers and
end Strike Cruisers (CSGN) and I - - 1167 -

Development of 0, s Supporting
Combat Systems Engineering
Development Site (CSEDS) 15 76 15 1254 1223

Procurement of 00.063
Destroyers 464 661 1 210 21

Acquisition of Guided
Missile Frigis, FF0.7
(formeorly, Patrol Fiigats) 186 964 9 1262 1279

Acquisition of Patrol
Hydrofoil Missile Ship 110 Ise - 43 -

Studfy andc Development of Ad-
vanced Naval Vehicles (include,
Surface Effect Ship -SES) 46 38 17 46 so

Anliship Missiles

Acquisition of the Harpoon
Anliship Missile 153 156 45 InC 197

Fleet Air Defaens

Continued Development of
Aegis Ship Air Defenrm System 63 as 10 26 26

AS3Aw Aicaft

Development arid Procurement of

S-3A Carrier-Dr sad ASW Awrcah 560 504 1 - -

Continued Procurement of the P-3C
Land-Baseid Maritime Patrol Aircraft 153 172 49 242 262
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TABLE IVC-6
Acquisition Costs of Major Naval Forces Modernization

and Improvement Programs' (Cont'd)

(Dollars in Millions)

Trans
FY 1975 F V 1976 Per iod FY 1977 FY 1978
Actual Planned Plinned Propd Prop'd for
Funding Funding Funding 2/ Funding Authorization

Modification of SH.3 Helicopter 20 51 10 30 85

Modification and Acquisition of
the Light Airborne Multi-Purpose
Sys'em ILAMPS) 30 26 2 8311

Undersea Surveillance Systems

Development and Deployment of
SOSUS and Improved SOSUS and
Development of SUIRTASS 122 131 20 125 47

Attack Submarines

Procurement ot SSN-688 Class
Nuclear Attack Submarines 545 618 189 1338 672

Acquisition of Torpedoes 135 120 7 134 187

Acquisition of the AN/800 5
Sonair System 31 57 43 65

Amphibious Lift

Deveopment othe LX - 3 7 2 6

Acquisition of the MCLWG 6 4 -- 41 32

Mines

Acquisition of the C.9t01 ASW
Mine 21 33 10 73 75

Mobile Logistic Support Force
Ships

Procurement of Underway
Reoleni1slsmnt and Support Ships 224 557 685 541

Includes costs of RDT1IE. procurement of the system and initial spares, and directly related military

construction
3july I to September 30, 19Th

126



One of the new general purpose helicopter assault ships (LHAs) will begin
deploying to forward areas starting in CY 1977; eventually we will keep two of these
constantly deployed. These ships are equivalent in size to the old World War II
Essex-class carriers, match the size of the Soviets' new carrier, the Kiev, and, whi!e not
as formidable as a carrier in some respects, could perform a wide range of functions in
a crisis.

CVNX

To maintain a force of at least 13 carriers into the next decade, we will have to
begin the replacement of the six Forrestal-class carriers, the first of which was
delivered to the fleet in 1955. We are examining a range of alternative aircraft carrier
designs to fill this need, including Nimitz-class ships as well as smaller and less capable
nuclear carriers. We would plan to construct one of these carriers every two years.
Accordingly, we have included $400 million in the FY 1978 authorization request for
long lead-time funds for a new class aircraft carrier to be authorized in FY 1979 and
delivered in FY 1985. Even with this program, the Forrestal-class carriers will have to
complete an average of 34 years of service before they are retired from the force
structure. Accordingly, the Navy is studying the feasibility of extending the service
lives of the Forrestal-class carriers sigiificantly beyond the nominal 30-year age.

vaS

Portions of the sea control function can be carried out by smaller ships, less
expensive than carriers, with a small complement of V/STOL aircraft and ASW
helicopters for use in areas where there is little enemy air threat. Congress has rejected
the proposal to build a 14,000 ton sea control ship. Consistent with Congressional
direction, the Navy is now studying a new, small aircraft support ship currently
designated the V/STOL Support Ship (VSS), which would permit a more flexible
employment of sea-based tactical air in a wider range of low threat situations and also
would have an antisubmarine capability. Plans for this ship are not yet firm.

b. Surface Combunts

In addition to aircraft carriers, the Navy's surface warship force includes cruisers,
destroyers, frigetes, and patrol combatants. These ships are essential to our concept of
naval strategy, which combines offensive operations in the theater with tactical
defense in depth. Consistent with this concept, aircraft and submarines in time of war
would establish barriers around enemy naval bases and at strategically located
choke-points, and exact attrition in the open ocean on deployed enemy units. Surface
combatants would provide the ships needed for the numerically more demanding point
defense of high value targets. The force level goal for surface ships depends on the
number of high value targets to be defended; these include 13 carrier task groups,
1 1/3 amphibious task forces, 15 convoys at a minimum, and other high value forces
which would require defense in wart;me. Force levels are alsc influenced by the need
for peacetime deployments, crisis re.sponse capabilities, allied contributions, and the
number of ships in overhaul.

In the past, the open-ocean Soviet naval threat consisted primarily of torpedo-firing
submarines. As a result, policy called for an antiair warfare (AAW) capability on about
a third of our active ocean-going sirface combatants, and an ASW capability for all of
them. With the great increase in tle aircraft and antiship missile threat in recent years,
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we now consider it prudent to include at least an austere AAW capability on all our
new open-ocean combatants. The proposed modernization programs will put this
prudence into practice.

At the end of the current fiscal year, we will have a total of 193 major surface
combatants (163 active and 30 reserve), plus 12 Coast Guard cutters which are
configured for ASW and would come under Navy control in wartime. This deficit has
resulted from the block obsolescence of our remaining World War II destroyers, 47 of
which are still in commission.

Owing to the changing nature of the Soviet surface threat and decreasing U.S.
carrier levels, the Navy also proposes to improve the offensive power of our surface
combatant force. Virtually all existing and programmed surface combatants will
receive the new Harpoon missile, which will provide a greatly improved capability over
the current improvised antiship missile-the Standard AAW missile employed in the
surface-to.surface mode.

To aid in the process of rebuilding force levels, we are intensifying our efforts to
make better use of Naval Reserve personnel by manning some of our active surface
combatants at 80 percent of authorized strength and relying on Selected Reserve
personnel to fill the remaining billets upon mobilization. Also, we are exploring the
possibility of manning some Naval Reserve ships witt. about half as many active duty
personnel as we now do. We are testing these concepts in FY 1976 and FY 1977. If
they prove successful, we may expand the program in subsequent years. However, the
Navy must retain a sufficient number of fully-manned active ships to handle
emergenciei, meet early combat requirements in a major war, and support peacetime
forward deployments.

CGN-38 (OLGN-3

We now have in the fleet or under construction a total of nine nucl-'ar-powered
surface combatant ships-CGNs 9, 25, and 35 through 41. When CGN-41, wiich is the
last of this class of ship, is delivered in 1979, there will be a sufficient iiumber of
nuc,.aar-powered surface combatants to provide ASW and AW protection for two of
the three nuclear-powered carriers which will then be in the fleet. This will give us two
rapid reaction, all-nuclear-powered carrier task groups.

AEGIS

This year the Navy proposes to start the shipbuilding program associated with the
Aegis air defense system, which is addressed in more detaii in another section. The
request is for two lead ships-authorization and full funding for a gas turbine.powered
DD-963 derivative (to be designateo the DOG47 class), and long lead-time funding for
a nuclear-powered strike cruiser (CSGN) to be authorized in FY 1978.

It is clear that these ships will be expensive. Their capabilities, however, will be such
that procurement of limited numbers is well founded and in accord with our concept
of a balanced force mix. The primary basis for these ships, of course, is the Aegis air
defense system in combination with an effective ASW capability. The large size of
both type ships also provides the potential for additional offensive capability, and the
CSGN could conduct independent operations in peacetime deployments and in
response to a crisis.

The Aegis ship program has been the "lightning rod" for Title VIII. During the past
year the proqram has been subjected to review and an attempt has been made to
reconcile the conflicting objectives of early Aegis capability in the fleet, arresting the
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decline in Navy force levels, sophisticated capabilities in individual ships, and a
balanced array of ships and capabilities for the force as a whole. Our assessment is that
the military value of an all-nuclear-powered Aegis ship program does not warrant the
increased costs or, alternatively, the reduced force levels. Accordingly, we propose a
mixed propulsion program to provide nucleir-powered CSGNs, which can undertake
crisis response and other operations in areas far from supply bases, and
conventional-powered DDG-47s to supplement the CSGNs in protection of high value
forces (including carriers) under conditions of sustained conflict. The initial program
calls for funding a total of two CSGNs and eight DDG-47 ships through FY 1981.

DO-963

The conventional-powered DD-963 class surface combatant will provide ASW
protection for carriers and a surf warfare capability when Harpoon is backfitted
anJ will be able to conduct sho o.-mbardment in support of amphibious assault or
land warfare forces. The last seven units of the 30-ship program were funded in FY
1975. This program, too, has encountered severe inflation problems as well as
construction delays. The current best estimate is that the final ships in this program
will be delivered in 1980, about one year late.

FFG-7 Guided Missile Frigate (Patrol Fripte)

Cruisers and destroyers, including Aegis ships, are designed primarily to defend
carriers, which could be called upon to operate in areas of a severe enemy air and
submarine threat, and to conduct sustained independent operations. Other force-
which require protection include underway replenishment groups, amphibious forces,
and convoys which proceed at relatively slow speed and are generally expected to
operate in areas of less intense air threats. The FFG-7 Guided Missile Frigate (formerly
the Patrol Frigate) has been designed for this less demanding requirement and is the
only low mix, open-ocean combatant in our ship construction program. The lower cost
of this ship will permit the Navy to acquire sufficient numbers, about 40 by 1984. to
rebuild its surface combatant force to a minimum level.

FFG-7 frigates will have sensors and weapons which will be adequate for their
projected AAW and ASW point defense missions. These systems have bean tested
extensively at sea and at land-based test sites. All major systems, including the MK-92
fire control system, will have completed an o,',rational evaluation prior to approval
for production. Deficiencies noted in the ! 'S-56 sonar are being corrected. In
addition, FFG-7 frigates will carry the Harpoon missile which, together with their
other weapon systems, will make them as h.av~ly armed as any ships of their size ii
the world.

Congress has reduced the FFG-7 procurement for FY 1975 from seven to thtee
ships and for FY 1976 from ten to nine, despi,t Departmental emphasis on ordo;rly
programming of this essential system. Last year, pe.haps influenced by these cuts, only
two contractors submitted bids on the FFG-7 progim, and at higher prices than had
been anticipated, so that the funds authorized will be sufficient to contract for only
nine ships instead of the total of 12 authorized to date. The Navy is requesting
approval for eight FFG-7s in the i-Y 1977 budget and eight in FY 1978. To protect
our options in current contracts, long-lead funding is requested for three ships in FY
1977; authorization of fewer than that number could cause further cost growth in the
FFG-7 program, the only low-mix combatant ship program.

Table IVC-7 showing the Navy's current five-year shipbuilding program is shown
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beo.This information is intended to satisfy the requirement imposed by Section
808, Title V111, Public Law 94-106. The Department and the NSC will be reviewing
the requirements and composition of the Navy in the 1980s and 1990s during the
coming months. As a result of this review, appropriate recommendations will be made
for consideration by the President and the National Security Council.

TABLE IVC-7

FIVE-YEAR SHIPBUILDING PROGRAM

FY 77 FY 78 FY 79 FY 80 FY 31 FYV77-81

TRIDENT (SSBN) 1 2 1 2 1 7
SN-8 3 2 2 2 2 11

CVNX - - I - 1 2

CSGN - I - - 1 2
ODG47 1 - 2 3 2 8

LX - - - - I I

FF0 8 8 a 8 40
MCM - - 1 3 6 10

AD I I - .- 3
AO 1 I 1 1 2 6
AS 1 - - - - 1
T-ATF - 4 - - - 4
T-AGOS - 1 2 5 4 12
ARSX - - - - I I
ARX - - - - I I

AOE - - - - I I

TOTAL 16 20 19 25 31 111

Related Porms LAMPS and TACTAS

The Light Airborne Multi-Purpose System (LAMPS) program provides for the
acquisition of helicopter aircraft to be operated from surface combatants.
Employmrent of LAMPS helicopters permits a significant extension of the parent ship's
sensor and weapon covierage, particularly in ASW tnd antiship operations. The plan is
to puit LAMPS on over 180 surface combatants. The helicopter piogram itself will be
discussed later.

Tactical towed array sonars (TACTAS) have shown significant potential as tactical
sensors. Such arrays will be used by surface combatants in a tactical escort to expand
coverage of areas through which enemy submarines would have to penetrate to launch
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missile or torpedo attacks on protected forces. Results from at-sea tests show that
towed arrays have a significant capability to detect submarines. These and other sonar

systems are discussed in more detail lazer in this report.

Patrol Combatants (PHM)

In previous years the Congress has authoried six U.S. PHMs. Although last year
two more were requested, this program has now been redirected because of inflation
and cost growth for both the prototype and production PHMs. The current program is
restricted to completion of the six PHMs authorized prior to FY 1976, thus freeing
resources for allocation to higher priority programs, It is the Navy's intention to use
the six authorized PHMs as a tactical squadron of smal, high speed, high firepower
patrol combat.-nts to develop advanced tactics and gain technical experience with this
type of craft. The information gathered will give a better understanding of the
employment opportunities for this typa unit and lead the way to on understanding of
the optimum characteristics for hydrofoil vessels of the future.

Adva ed Naval Vehicles

Many other concepts foi Advanced Naval Vehicles have been proposed. Howevar,
owing to the lack of como:lere knowledge about their technical feasibility, military
worth, and affordability, we ar." conducting an analysi and evaluation of several
vehicle types to determinis which, if any, of these vehicles meet all three criteria.
Included in the study are the surface effect smip hydrofoil ships, small water area twin
hull (SWATH) ships, hilli efficiency long.ran e dircraft, wing-in.ground (WIG) effect
aircraft, and airshilr.

e. Antlehlp Miais

The Harpoon missile system is P major effort to counter the significant Soviet
surface ship threat. This missile will provide new capabilities in that: U.S. surface
combatants armed with Harpoon will be able to fight sov;,t surface combatants
directly, without air cover; a certain number of U.S. Navy land- and sea-based aircraft,
configured with Harpoon, will have standoff ranges greater thani the range of Soviet
defensive missile systems; SSNs will have missile, as well as torpedo, attack capability;
and Harpoon deployment will break the Soviet near-monopoly on such missile
systems. Moreovei, the ;spoearance of Harpoon throughout the fleet should do much
to correct some currently-held views regarding the maritime balance.

The Harpoon development program continues to rn~e or exceed our expectations
with regard to performance. However, we have deferred the production buidup untjl
later in FY 1976 in order to engineer changes which will reduce missile procurement
cost growth. We havi also changed the scope of the program by reducing somewhat
the number of patrol aircraft and surface combatants that will carry Harpoon and by
adding a Harpoon capability to A-6E aircraft. As an all-weather platform with a range
of almost 1,000 miles, the A.6E configured with Harpoon will far outrange even the
most advanced Soviet antiship missiles.

We have also modified last .year's proposal to give the B-52 a Harpoon capability.
The original objective of this program was to deter Soviet adventurism by having a
capability for quick reaction to Soviet surface ship deployments in the many areas of
the world where U.S. naval forces do not normally operate. The same mission
capability is now being proposef,, t ut using a dfferent weapon-the GBU-15
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electro-optical glide bomb. The GBU-15 will give the B-52 almost the same
effectiveness in attacking surface ships and will do so at significantly reduced cost.

As a possible follow-on and complement to Harpoon, a tactical version of the
Sea-Launched Cruise Missile (SLCM) is being developed. This missile as currently
configured would have a much longer range and a larger warhead than Harpoon, and
would provide some surface combatants with a capability to outrange all current and
projected Soviet surface-to-surface missile systems, a particularly useful capability
whenever surface combatants are operating without air cover.

The air-launched, electro-optically-guided Condor missile is to be procured to
attack heavily defended land and sea targets. The Condor's 60 mile range will provide
the A-6E with the additional capability to deliver ordnance on Soviet surface
combatants from well beyond their air-defense envelopes. The jam resistant data link
between aircraft and weapon enables the aircrew to vary the missile's trajectory en
route, and select the most vulnerable impact point on the target.

d. Fleet Air Defense

This mission has received a considerable amount of attention during the past year,
principally because of the Aegis procurement program and its implications. Fleet air
defense needs have been reviewed thoroughly and two major conclusions have been
reached.

First, the best defense against the current threat is one that is balanced and
mutually supporting-that is, balanced among the various defensive elements (such as
surveillance, interceptors, area missiles, self defenses, and electronic warfare) which
collectively contribute to the total air defense capability. The primary reasons are that
each element has its own point of diminishing returns and that specific U.S. naval
forces face differing threats depending upon geography, mission, and employment.

Second, the best hedge against the future threat is again a balanced total defense
system that is designed for flexibility and growth potential to cope with uncertainties.
The U.S. obviously cannot afford to lag the threat by a decade, a situation which has
resulted in the past when programs were started only after actual observation of
deployed Soviet systems.

The Aegis area air defense system should provide marked improvement in the
capability to counter the current threat and provide the growth potential needed for
the future as well. Aegis offers reduced reaction time, better resistance to jamming,
and, most notably, greater missile firepower to counter high density attacks. More
important, however, Aegis as a command and control system will permit the task force
commander to coordinate all his air defense assets much more effectively. Against the
threat of the 1980s and 1990s, Aegis will also provide the core around which we could
tailor defenses as necessary to counter the threat as it materializes. Missile and
launcher technology is promising, and Aegis will be compatible with developments in
these areas.

In conjunction with Aegis, the air defense program focuses on systems which can
provide antiship missile defense (ASMD) for surface ships. Included in this category
are such Navy programs as NATO Seasparrow, Phalanx, and Guided Projectiles. These
programs are driven in large part by two considerations: one, worthwhile close-in
ASMD systems must have a very high kill probability; and two, these systems must be
relatively compact, light and inexpensive so that each combatant has an appropriate
degree of self defense capability with minimal impact on other missions capabilities.

The specifications for ASMD stem from the Soviet cruise missile submarine threat
combined with the need to reduce the stringent design requirements for very costly
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"leakproof" area systems which would otherwise be required for defense against the
numerically larger aircraft threat in certain geographical areas.

Accordingly, current ASMD systems are relatively austere, and we deliberately tend
to forego capabilities such as mutual support, multiple target engagement, and
effectiveness against the entire threat spectrum, in order to achieve low-cost systems
with a high kill probability at close range. The ASMD programs are structured to
pursue development, test, and procurement only where warranted in terms of
technical risk, uncertainties about the threat, probable costs, and expected benefits.

In summary, fleet air defense is thought to be best served by a balanced program-
this includes in particular the Aegis system/ship procurement and the development and
procurement requests for systems for close-in ASMD, along with carrier-based fighters
for long-range defense.

a. ASW Aircraft

The Navy's ASW aircraft force includes a mix of fixed- and rotary-wing aircraft
which operate from carriers and other sea-based platforms and long-range maritime
patrol aircraft which operate from land bases.

1. Fixed-wing Aircraft

S-3A

Procurement of S-3A aircraft was completed with funding of the last 41 aircraft in
the ry 1976 budget, One squadron (ten aircraft) is being bought for each of the
multi-purpose carriers expected to be in the fleet in the early 1980s. During a major
conflict, carriers ope. ating in a high submarine threat area could be provided with two
squadrons of S-3s by drawing down or, the S-3 complements of other carriers.

Introduction of the S-3 aircraft into fleet squadrons is proceeding somewhat ahead
of the schedule described last year., Eight squadrons are expected to be operational by
the end of FY 1976, and the full 12 squadrons by the end of FY 1977.

P.3

The force level for land-based maritime patrol squadrons is based on providing
sufficient aircraft to carry out a number of ASW and ocean surveillance tasks. These
include patrol of geographically critical choke-point barriers, search of probable areas
of submarine concentration, and direct ASW defense of shipping. Since large-scale
ASW operations would be required only in a conflict with Soviet forces, it is
appropriate to assign the land-based maritime patrol mission in part to the Naval
Reserve forces. Therefore, the plan is to increase the number of reserve patrol
squadrons from 12 to 13 in FY 1977 while maintaining our current posture of 24
active squadrons to meet emergencies, support pre-D-Day and early combat
requirements in a major conflict, and maintain our peacetime forward deployments.

Funds for procurement of 12 P-3C aircraft are included in the FY 1977 budget so
that overall modernization of the maritime patrol squadrons can be continued.
Continuation of this program will permit replacement of the obsolescent reserve P-2
aircraft with P-3s by the end of FY 1980. In order to limit force aging and take
advantage of the increased effectiveness of the P-3C, an increase in the procurement
rate to 16 in FY 1980 and 24 in FY 1981 is planned.
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2. Rotary-wing Aircraft

SH-3

By the end of FY 1976 the SH-3 ASW helicopter force will contain 14 squadrons of
eight aircraft each-ten active squadrons used on multi-purpose carriers and four
squadrons in the Naval Reserve. The Navy plans to continue the current modernizati o.,
program to upgrade the avionics of the SH-3 airframes.

The Navy is currently investigating the feasibility of the Reserve Merchant Ship
Defense System, a concept, to be implemented in wartime, in which commercial ships
would carry small detachments of ASW helicopters for self-defense. In evaluating this
concept the Navy plans to test the safety and ship compatibility of an SH-3 ASW
helicopter in the summer or fall of 1976.

LAMPS

The Light Airborne Multi-Purpose System (LAMPS) program provides for the
acquisition of new ASW-configured helicopters for operation from surface combatants.
This concept permits a significant extension of the parent ship's sensor and weapon
coverage in ASW and antiship operations.

Navy helicopter planning is directed toward the development of a single helicopter
to perform both surface combatant (LAMPS MK Ill) and carrier-baed helicopter
missions. Since the Army's UTTAS airframe characteristics are compatible with
LAMPS MK III projected missions, we are proceeding with a cost-reducing
development program in which the UTTAS airframe will be considered as a candidate
for the LAMPS MK Ill. FY 1976/7T Congressional action on LAMPS MK Ill
development will result in program slippage of about 12-15 moriths. The Navy has,
therefore, restructured the development scncdule to accommodate the slippage and
will ensure an open competition for the eveitual airframe selection.

f. Undersa Surveillance Systems

Through the development of an extensive passive acoustic undersea surveillance
system we are able to detect submarines. Also, early in any conflict involving naval
forces, this system could facilitate more effective action by tactical ASW forces.
Known as SOSUS, it is a geographically-fixed, passive detection system which can
detect submarines.

It was decided in 1972 to improve SOSUS and develop completely new sensor
systems. While this improvement program should increase SOSUS effectiveness, it is
clear that the mobile system now in development, the Surveillance Towed Array
Sensor System (SURTASS), will also be needed to supplement SOSUS. Mobile systems
could also be used on a quick reaction basis. The Surveillance lowed Array Sensor
System is in full-scale engineering development. The Navy has started design and
fabrication of an engineering development model.

g. Attack Submarines

Nuclear attack submarines have a primary role of antisubmarine warfare and a
secondary role of antisurface ship warfare. By establishing forward ASW barriers in
waters under enemy air and surface control, SSNs can engage Soviet submarines and
ships in transit between their bases and their ocean operating areas. Other SSN ASW



roles include direct support of surface forces by SSNs which engage enemy submarines
in open ocean areas distant from the forces being defended and, under appropriate
tactical circumstances, direct support of surface forces by SSNs operating as escorts.

SSN.6S

We are currently constructing the Los Angeles (SSN-688) class of submarines.
Twenty-six have been funded through FY 1975 and we expect the first to be delivered
in FY 1976. The Navy intends to procure three of these SSNs in FY 1977 and two in
each subsequent year throughout the planning period. The SSN-688, with the new
MK-48 wire.guided, acoustic homing torpedo and the new AN/BQQ-5 sonar system,
will be superior to any other attack submarine in the world. This is essential in view of
its demanding missions and the increasing capabilities of the Soviet submarine force.

h. Amphibious Lift

The U.S. amphibious force of 65 ships programmed for the end of FY 1976 has
sufficient capacity (when including a ship non-availability factor of 15 percent due to
overhauls) to transport simultaneously the assault elements of slightly more than one
Marine Amphibious Force (MAF), that is, one Marine division/wing team and
supporting elements. However, our amphibious ships are about equally divided
between the Atlantic and Pacific Oceans. It would be necessary, therefore, to shift half
of our amphibious shipping from one ocean to the other in order to conduct a single
MAF.size lift and subsequent assault. This one MAF lift is a significant reduction from
the one and two thirds MAF lift (excluding helicopters) which was available at the end
of FY 1969.

We are now able to keep two Marine Amphibious Units (MAUs), battalion-size
amphibious forces, afloat continuously, one in the Mediterranean and the other in the
Western Pacific. Because of a shortage of helicopter decks, two additional Battalion
Landing Teams (BLT), one in the Western Pacific and one intermittently in the
Atlantic, are usually deployed without helicopters.

The program for amphibious lift aims to provide the capability to transport the
assault elements of 1 1/3 Marine amphibious forces. This capability would enable us to
conduct (after shifting ships from one ocean to the other) a MAF-sized amphibious
operation in a major combat theater (for example, on the northern or southern flanks
of NATO) and a limited assault elsewhere. When the five large general purpose
Amphibious Assault Ships (LHAs) now under construction are delivered to the fleet,
this amphibious lift objective wil! be essentially achieved. The overall lift capacity will
be increased to about 1 1/3 MAFs (excluding provision for ships in overhaul), and the
helicopter platform shortage will be nearly eliminated. The first LHA will be delivered
during FY 1976; additional deliveries as now scheduled call for delivery of two LHAs
in FY 1977 and one LHA in each of the two following fiscal years. When the last LHA
is delivered, the amphibious lift will consist of 66 active ships and three Naval Reserve
Force (NRF) ships, all with speeds of about 20 knots. With this force, we will be able
to maintain four MAUs, all with major helicopter ships, continuously deployed

Landing Ship (LX)

In the mid-1980s, it will be necessary to begin to replace our eight LSD.28 class
ships as they reach the end of their 30-year service life. Conceptual design work is now
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underway for a new landing ship, currently designated the LX. If the effort proceeds
as expected, procurement of LXs will begin with one ship in FY 1981..

Major Caliber Lightweight Gun (MCLWG)

This year we propose to start procurement of the 8-inch Major Caliber Lightweight
Gun (MCLWG) for installation in DD.963-class destroyers. It will also serve as a
complement to Harpoon for surface combatant warfare. The current program is to
procure a total of 17 gun systems through FY 1981;we are requesting $41 million in
FY 1977 for initial procurement.

I. Mines and Mine Countermeasures Forces

Mines are sea control weapons which can be used to close ports and form deep sea
barriers against surface ships or submarines. Mines can be very effective, and are
relatively cheap to employ in ierms of manpower and money. They provide a ready
mechanism for p.rforming important naval missions with great economy of force.

For these reasons the Navy is developing a new family of mines to replace the
obsolescent ordnance now in stock and ordnance compromised in Vietnam. A family
of mines is needed since different mine technologies are rcquired for different water
depths. The Navy is developing the Guickstrike family of air and submarine-laid mines.
The design of these mines emphasizes economy, flexibility, quick reaction, and
resistance to countermeasures. A Propelled Rocket Ascent Mine (PRAM) is being
developed and the Captor ASW mine has already been developed. Captor consists of a
MK-46 antisubmarine torpedo housed in a capsule which contains its own acoustic
detection and classification system. Captor presents a severe threat to those who come
within range of its sensors. Owing to the mobility of the torpedo, the Captor system
has a damage radius several orders of magnitude greater than any more conventional
mine.

A procurement objective has been established for Captor, but procurement
objectives for the Quickstrike and PRAM have not yet been established. The two latter
weapons will not be ready for procurement until the late 1970s.

Active and reserve mine countermeasures forces have undergone substantial
reductions in recent years. Currently, the surfact force consists of three active and 22
NRF ocean minesweepers. In part, this reduction has been offset by the greater use of
mine countermeasures helicopters (specially equipped RH-53Ds), of which there are
now 21 in the force. Our surface and airborne mine countermeasures forces at the end
of FY 1976 represent only about one third of the capability of the similar forces in
FY 1968. To correct the deficiency in mine detection and provide an improved
capability to clear Soviet mines, the present plan is to procure ten modern ocean
minesweepers, commencing with one in FY 1979, three in FY 1980, and six in FY
1981.

1. Mobile Logistics Support Force (MLSF)

Mobile Logistics Support Force ships provide both wartime and peacetime
underway logistics support and mobile, forward maintenance arid repair facilities for
deployed naval forces. Forward peacetime deployments of UNREP ships generally
total roughly 16 to 18 ships, several of which are homeported overseas. Peacetime
forward deployment of tenders is generally limited to two ship& in both the Atlantic
and Pacific Oceans (in addition to tenders supporting ballistic missile submarines). In
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peacetime, forward deployments of minor fleet support ships are limited largely to a
few submarine rescue vessels, ocean tugs and salvage ships. To meet these needs, the
Navy operates a total of 113 MLSF ships, all of which are in the active force or
operated by the Military Sealift Command (MSC). These include 50 underway
replenishment ships, 20 major fleet support ships (tenders and repair ships), and 43
minor fleet support ships (primarily salvage ships, tugs, and submarine rescue vessels).

As a result of their lower priority and owing to severe fiscal constraints,
modernization of the MLSF ships has been repeatedly deferred and now lags far
behind modernization of the combatant forces. Over the period FY 1968-76, only 20
percent of the MLSF ships programmed for construction by the Department have
actually been funded. As noted last year, a major effort to modernize the MLSF can
no longer be deferred. There will be approximately 50 World War lI-constructed
support ships in the active fleet at the end of FY 1977 and the average age of MLSF
ships will be about 23 years.

Accordingly, a substantial program in this area is planned. Funding for 17 ships
would be provided for during the FY 1977-81 period. The program would include
three Destroyer Tenders (AD), one Submarine Tender (AS), one Repair Ship (ARX),
six Fleet Oilers (AO), one Fast Combat Support Ship (AOE), four Fleet Ocean Tugs
(ATF), and one Salvage Ship (ARSX).

3. TACTICAL AIR FORCES

Since World War II, tactical airpower has provided a unique and significant military
capability in support of U.S. defense policy. A basic tenet of that policy has been, and
continues to be, to counter enemy threats to the U.S. and its allies as far forward as
possible. Tactical air forces are particularly suited for this role, since they can deploy
rapidly over long ranges. Once in a theater of operations, they can deliver firepower
beyond the reach of our conventional ground and naval ship weapons and play a
significant role in limiting friendly casualties at the battle-front and in "carrying the
Aar to the enemy." Recently, rising manpower costs and constraints on the size of our
active ground and naval forces have made tactical airpower even more attractive. It
provioes a potentially efficient means of employing additional firepower without
relying on manpower-intensive systems and with a minimum number of people at risk.

Tactical air forces can respond to a vide range of military requirements. Forward
deployed, they are useful in providing the peacetime presence necessary to assure our
allies of our support and to provide a credible deterrent to our enemies. They also
present the quick application of military power in a crisis to protect U.S. interests and
prevent conflict escalation.

Most important, this force is a hedge against uncertainty about the timing asid
location of a possible conflict. Because of its versatility and flexibility, tacticai
airpower provides a significant part of our capability to prosecute a large-scale
conventional war, such as a NATO-Warsaw Pact conflict centered in Europe, whether
it commences "out of the blue" or after a prolonged period of international tension.
In the case of a NATO war, land-based assets could be rapidly deployed to Central
Europe to counter enemy air and ground forces, while both carrier and some
land-based tactical air would be used to at,.,, . Soviet naval forces and protect our vital
sea lines of communications.

In general terms, the purpose of these tactical air forces is to destroy or neutralize
enemy air, ground and naval forces. More specifically, there are three primary missions
for tactical aviation: close air support of ground forces, air superiority and
interdiction. U.S. forces are sized to perform these missions in a balanced and flexible
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manner; they are distributed among our Air Force and Navy/Marine Corps to provide
an operationally and fiscally efficient mix of dedicated land- and sea-based airpower.

Providing direct support to engaged ground combat forces is many times the most
important mission of tactical air forces. In both quantity and quality, the potential
ground threat continues to grow, especially in terms of armor and air defense, and
necessitates increasingly extensive, responsive, survivable, and antiarmor-capable
ground attack systems on our part. The current plan, therefore, is to equip a sizeable
part of our force with aircraft which have been optimized to provide this essential
support to combat troops.

To do this we must simultaneously strive to attain and maintain air superiority in
the combat theater. In many cases, this mission will become the most important, as in
those situations where our close air support capability is contingent on our attaining
air superiority in the combat arca or where the very survival of our sea-borne forces
depends on fleet air defense capality. Carrying out this counter-air mission over our
own forces, whether they be at the front lines of combat, high value targets in rear
areas, or on the high seas, entails the need for air superiority and air defense forces. In
addition, we would hope to maintain air superiority on the enemy side of the front
lines in areas of high strategic importance.

Air superiority is best provided by manned aircraft operating in conjunction with
highly capable early warning, surveillance, command and control systems such as the
E-2C and the E-3A. Countering enemy aircraft is a mission which must be performed
over their own territory if they are to be kept away from our vital installations.
Aircraft such as the F.14 and F-15 are ideally suited to this mission, but are
characterized by high unit procurement and maintenance costs, Air superiority
missions conducted closer to friendly forces, and more reliably under friendly
command and control systems (both airborne, sea, and land-based), can be adequately
achieved by the less costly F-16 and F-18 aircraft.

However, the er-emy can always concentrate his resources to attack high value
friendly targets either on land or on the high seas. Defense against these raids can be
performed efficiently by high rate of fire ground- or ship-based missile and gun
systems, such as Hawk, SAM-D, Standard Missile and its eventual replacement, Aegis.
These systems, as well as the smaller, mobile and man-portable systems, were discussed
in greater detail earlier. We recognize, however, that the counterair effort over friendly
terlitory or in defense of friendly forces requires a coordinated effort using both
airborne and surface-based systems.

The third major mission for tactical air - interdiction - allows us to attack enemy
forces and installations before they can attack friendly forces. These air interdiction
missions require U.S./ allied delivery of conventional or tactical nuclear weapons
during daylight, fair nights, and foul weather. They have justified the retention of
Navy A-6 aircraft for attacks against distant shipping, shore-based naval targets, and
all-weather close support of engaged ground forces as well as Air Force F-ills and
F-4s for deep interdiction or all-weather close support of ground forces.

To accomplish these three missions, the focus of our tactical air force structure is
naturally on the fighter/attack force. Nonetheless, other aircraft are needed for
support in carrying out these missions. Different twpes of aircraft are needed for aerial
reconnaissance, tactical refueling, electronic warfare, forward air control, and airborne
early warning, control and communications.

In view of increasingly capable enemy air defenses and our limited resources it has
been concluded that we must continue to give highest priority to systems capable of
close air support and achieving air superiority. Clearly, however, depending on the
tactical situdtion at hand, air-power can be used in vastly different ways. Hence, while
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it is economical and efficient to design and buy some portion of our aircraft for a
specific mission, it is important to maintain a large segment of U.S. tactical air forces
equipped with aircraft capable of performing more than one mission.

U.S. tactical air assets have been distributed between the Air Force and the Navy,
including the Marines. Where it is less costly, aircraft have been designed to meet the
specialized needs for a specific Service; every aircraft need not be able to accomplish
every mission. At the same time, we have maintained the ability of our tactical air
forces to perform well whenever and wherever called upon.

To the extent that the location of major conflicts can reasonably be predicted, and
whete land-basing rights can be assured (as in Central Europe), land-based tactical air
forces make the greatest sense. In the event of a general war with the USSR, although
the most likely focus will be on Central Europe, sea-based tactical air will be needed to
maintain control of the seas. For other than European land conflicts, tOs sea-based air
might be required to carry the brunt of initial operations while land bases and logistic
pipelines are being established. Therefore, considering the differing attributes and costs
of land- and sea-based airpower, the most efficient way to structure U.S. tactical air
forces is generally to have some minimum level of sea-based airpower to cover
situations where land bases are not available or cannot be set up quickly. The
remainder of the force structure required to meet major threats should be made up of
less expensive land-based aircraft.

Carrier-based tactical air has the advantage of providing a peacetime presence, a
long-range antiship attack capability, a wartime power projection capability against
targets ashore, and an air superiority force for other sea control forces without
requiring rights to foreign bases. In addition, the mobility of carriers allows the rapid
establishment of a base of combat operations in locations not predicted in advance. On
the other hand, Navy and Marine Corps aircraft are generally more expensive than
their land-based counterparts because of the basic design and operating characteristics
associated with operations from aircraft carriers or hastily-built forward air strips.

It has been demonstrated repeatedly that, for equivalent mission capability,
Navy/Marine aircraft must accommodate the special requirements for landing, takeoff,
and storage aboard ship. The necessary additional weight and size is such that for any
aircraft where production is expected to exceed a few hundred units, there are no
dollar savings in insistence on full "commonality" of design with a land-based aircraft.

The coordination essential to amphibious operations suggests that dedicated tactical
air units should train full time with their corresponding ground units to ensure the
success of designated operations. For this reason, it is operationally advantageous to
have tactical air units as an integral part of the Marine Corps structure. Congress has,
therefore, set by law the number of Marine air wings at three active and one reserve to
ensure proper integrated support of Marine Corps ground forces.

Although Marine Corps air wings are justified largely on the basis of amphibious
operations, they play another important role in the overall tactical air force structure.
Since they are capable of both land- and sea-based operations, Marine tactical air can
act as a backup force. If not needed for support of committed Marine Corps forces and
if we underestimate the amount of dedicated sea-based assets needed in a time of
crisis, Marine air can be used to correct the deficiency. Likewise, Marine tactical air
assets can be used to augment dedicated land-based assets as needed and available, just
as land-based aircraft can be used to support amphibious operations

We maintain two separate tactical air forces: one airfield-specialized (Air Force)
and one carrier/expeditionary field-specialized (Navy/Marine). Marine aircraft are an
integral part of Navy tactical air, rather than comprising a third and separate force.
They are procured with Navy dollars, maintained and supplied from a common Navy
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supply system, and the pilots are trained in common Navy training facilities (except
for the specialized unit training optimized for their primary operational use). This
results in considerable cost savings through common development, procurement and
support of similar equipment.

The majority of the Army's helicopter assets are primarily used for transportation
functions on the battlefield. Approximately 15 percent of the Army's helicopters have
been equipped with antitank missiles and anti-personnel weapons to provide additional
protection for its maneuver forces. These forces are operated within the Army's
training and doctrinal command and, as such, are uniquely "land.battle" oriented.

Before turning to the specific programs for U.S. tactical aircraft forces, four general
points should be made about them.

First, except for the perturbations during the Vietnam war years, we have witnessed
a continuing decline of our force levels over the past quarter-century. In the 15-year
period from FY 1962 through FY 1976, total fighter/attack and tactical
reconnaissance aircraft dropped from about 8,000 to less than 6,000. Annual aircraft
procurements dropped to a dangerously low level by FY 1974, contributing further to
the decline in forces and to their increasing age. It should be noted that we were
procuring 600 to 700 tactical aircraft annually in the years prior to Vietnam, while in
FY 1974 we procured less than half that number. Through the implementation of the
"high-low" mix, we are now able to reverse the trend of declining procurements and
force levels.

Second, the current plan is to achieve a major modernization of the Air Force
within the five-year program period. It should be possible to do so because the Air
Force plans to buy large numbers of aircraft at the low end of the "high-low" mix
spectrum, specifically A-10s and F-16s.

Third, there is still no assured plan for the modernization of naval tactical air
forces. Within the current five-year plan, the average cost of the naval aircraft to be
procured for carriers approaches about $17.0 million a copy (including the E-2), while
the average Air Force tacti"al combat aircraft to be procured will cost about $8.5
million (including the E-3A). During the same time period, the average age of naval
aircraft in the force will increase from 8.4 years to 9.8 years, while the average age of
Air Force combat aircraft will decrease irom 9.3 years to 8.2 years. Our major hope
for a reversal of these trends in naval aircraft rests on the rapid development and
large-scale production of the F-18 aircraft. Failure to proceed with the F-18 program
at this time would result in an eventual decline in the force levels of Naval/Marine
aviation. Moreover, modernization of the Naval and Marine reserve units would be
delayed to the point where the continued utility of these units would become dubious
because of their extremely limited contribution to any realistic warfighting scenario.
To cover this potential interim shortfall, Marine aircraft can be deployed aboard naval
vessels in peacetime and in certain high threat scenarios.

Fourth, our ability to aoply sufficient resources to the maintenance activities which
keep our tactical aircraft in fully operational flying status is a matter of increasing
concern. While this issue is discussed in detail in the logistics section of this report, it
should be noted here that there is an evident imbalance between the funds being
provided for new systems, and the funds availaole to maintain existing systems. A
continuation of this trend is not practical in either the short or the long run.

a. Air Force Tactical Air Structure

Even though the Air Force plans major quantitative increases and qualitative
improvements in its general purpose tactical air forces over the next five years, budget
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limitations and basic differences in aircraft design philosophy mean that the U.S. and
our NATO allies will not achieve absolute parity with the Warsaw Pact in numbers of
aircraft. However, planned improvements in the quality of equipment should help
balance the numerical shortfalls on the NATO side. The improvements and increases
will take place within anticipated manpower and funding constraints.

The Air Force also plans to bring the 26 organizational wings currently in its active
force structure up to full strength by 1981. Nominally, each of these wings would be
equipped with 72 unit equipment (UE) aircraft. Currently, the force is short the
equivalent of about four aircraft wings, largely because of the postwar drawdown and
the greatly increased number of aircraft taken to fulfill expanded U.S. military sales
and grant aid commitments. Achieving a fully equipped 26 wing active force is
necessary to: neutralize the increasingly sophisticated tactical air forces of the Warsaw
Pact; support our divisions against the growing quality and numerical superiority of
the Pact's armor and mechanized infantry; and retain the ability to interdict enemy
rear areas in the face of new and proliferating air defense systems.

This increase in equipment can be achieved within programmed manpower and
budget ceilings. To do so, the Air Force plans a complementary mixture of higher cost,
but more capable, aircraft to provide qualitative superiority over any potential threats,
and lower cost aircraft to keep pace with the size of the threat. In addition, new
aircraft design technology has increased aircraft reliability and should permit decreased
maintenance manning requirements and life-cycle costs. Finally, the Air Force is
aggressively converting non.combat resources to either fighting or direct support
assets.

By the en4 of the current five.year program period, we would have five active wings
primarily for close air support, six active wings primarily for air superiority and four
active wings primarily for deep interdiction. Each mission can then be augmented, as
required, by active and reserve wings of multi-purpose aircraft.

This force mix is designed to fulfill the needs generated by predictable combat
missions as well as unforeseen contingencies. A minimal number of aircraft will almost
certainly be assigned to particular functions in a large-scale conflict; for these missions,
cost savings can be realized and capabilities improved if aircraft can be designed and
personnel trained to emphasize a specific mission. Examples of this approach are: the
A-10 for close air support of ground forces to counter a predictable enemy armor
threat in Europe; the F-111 for night/all-weather air interdiction of known targets: the
F.16 for local air superiority; the F-15 for air superiority over an enemy fighter force;
and the E-3A, RF.4C, EF-111, and F-4G aircraft (specializing in command and
control, reconnaissance, electronic warfare support, and defense suppression, respec-
tively), for missions required to prosecute a successfil conventional campaign against a
multi-faceted threat.

If the number of aircraft required for each mission in all future conflicts could be
precisely predicted, we would purchase only aircraft specialized in particular missions.
However, because of uncertainties in how the enemy will allocate his force, and in how
each particular conflict will develop, the number of aircraft required for various
missions will vary above some minimal level. Accordingly, some aircraft in the force
structure must be capable of a variety of tasks. Air Force aircraft which fulfill this role
are the F.4, which is capable of performing both air-to-air and air-to-ground roles, and
the soon-to-be-introduced F-16, a high performance air superiority fighter which will
also have a ground attack capability.

While the active Air Force must play the major role in conflicts which are preceded
by short periods of mobilization, air reserve forces, owing to their capability for rapid
mobilization and employment, also would contribute significantly to immediately
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availaLie fighting power. In recognition of this, the Air Force plans a thorough
modernization of Air National Guard and Air Force Reserve units by FY 1981 using
first.line fighter and attack aircraft (A-7s, A-10s, F-4s). The Air National Guard will
also convert seven squadrons now equipped with other type aircraft to modern tactical
fighter and attack squadrons.

In addition to modernization of reserve equipment, the Air Force will also test the
ability of reserve personnel to augment active fighter and attack squadrons in wartime.
This is a departure from the current situation where reserve personnel operate and
maintain fighter and attack aircraft belonging only to reserve units. This augmentation
concept is designed to achieve the high aircraft sortie levels required for intense,
sustained campaigns while not incurring the extra costs associated with larger
peacetime manning of the active force. We have already had success witi this type of
program in our strategic airlift units.

The Air Force not only plans its force structure toward the goal of conventional
deterrence;' it is also adjusting force deployments toward the same end. In accordance
with provisions of the Nunn Amendment, Air Force headquarters and support
personnel in Europe are being exchanged for greater combat capability. Specific
changes planned are:

-Increases in tactical airlift aircraft;

-Deployment of Loran-D to Germany to assist all-weather navigation and bombing;

-Increases in aircrews for fighter and attack aircraft;

-Deployment of an additional tactical air control system (TACS) unit to Germany;
and

-Stationing a squadron of F-5s in the UK (these aircraft are similar in performance
to Warsaw Pact MIG-21 aircraft and would be used to simulate enemy tactics for U.S.
combat training).

in addition to these changes, the Air Force will deploy its most sophisticated
fighter, the F-15, to Europe earlier than previously planned. This will provide an
earlier increase in NATO force capability, and also demonstrate to our allies and
adversaries our commitment to a strong European defense.

In sum, the Air Force plans a mixed force. Some aircraft will be specialized in
certain missions and some will be multi-mission aircraft capable of acting as a Swing
force. This force will also be mixed from the standpoint of high-low capabilities and
costs. The following section discusses in detail the proposed major acquisition
programs which are necessary to fill out the planned force structure outlined above.

b. Air Force Acqusition Programs

To improve the quality of its equipment, the Air Force plans to modernize the
force with F-15 and F-16 aircraft which incorporate advanced airframe, engine, and
avionics technology. These technological advances will ensure that our aircraft retain a
substantial performance advantage for the foreseeable future. In addition, major
improvements in air.to-ground attack capability, which have been incorporated in the
A-10 close air support aircraft, will enable tactical air to influence more directly the
outcome of ground combat.

142



The Air Force not only plans to introduce improved fighter/attack combat aircraft
into the force, but also plans to introduce support aircraft, such as the E-3A Airborne
Warning and Control System (AWACS) aircraft, which will markedly improve the
overall performance of our combat aircraft in air warfare. This aircraft will improve
combat capabilities across the board by providing warning of enemy air attack,
friendly and enemy aircraft position, and centralized, timely management of air assets
throughout the theater. Table IVC-8 depicits the major Air Force tactical air
modernization and Improvement programs.

TABLE IVC-8

Acquisition Costs of Major Air Force Tactical Air Modernization
and Improvement Programs'

IDoflaps in Millions)

Trans
FY 1976 FY 1976 Period FY 1977 FY 1978
Actual Planned Planned Propd Propd for
Funding Finding Fundin92 Funding Authoriltion

Air Force System,

Oevelopment and Procuremont
of the F.16 32 216 70 620 t12e

Acquisition Of the F.15 Air
Superiortv Fghtw 109 1602 327 1640 13e2

Modification of F 4 and
F.1 I Aircraft 149 269 49 263 263

Acquisition of the A-10 Clow
Art Support Aircraft 266 457 81 618 927

Durefopment and Acquisition
of E-3A AWACS 1 610 466 8t 684 466

Oftelopment n Procurement
of F 4G Wild Weal Modifimions 33 72 4 92 47

Deitelopment and Procurement of
EF I1 1 A Modifications 38 6 5 37 158

Iincludes cstS of ROT&E, procurement of the tystem and initial ies, and directiy related miltary construction
1JUly Ito september 30. 1976
300es not inctude cst% of directly related mifiar equipment

New aircraft technology is becoming more sophisticated and more expensive and
difficult to develop. Nonetheless, there is still a considerable number of new allied
designs in developmert and production which will further enhance NATO capabilities.
These include, for example, the Alpha Jet, the Jaguar, the Multiple Role Combat
Aircraft (MRCA) and the British Harrier. Eventually, however, it is possible that our
NATO allies will wish to depend more on U.S. aircraft design and development, while
sharing with us the production of those items where justified by the numerical
demand. The F-16 is a good example of standardized procurement with a
co-production arrangement. We also expect future sales of the E-3, and possibly the
F-15, to our allies in Europe.
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If this kind of trade is to continue, however, it is important that the Congress

perrrJt us to acquire allied systems which represent advanced military hardware

suitable for application against the common threat. If such offsets are not available

purely within the realm of military weapon systems, then we should be free to look
further afield to achieve offsets.

F-16

,'he General Dynamics F-16 has been selected for full.scale development as the Air
Force's Air Combat Fihter, to fulfill the requirement for a low cost, multi.purpose
aircraft to complement the more sophisticated F.15 through the 1980s. The first of

eight full-scale development F-16s should be delivered in December 1976, and the first

production aircraft is scheduled for delivery in August 1978.
On June 10, 1975, a four-nation NATO consortium - the Netherlands, Belgium,

Denmark and Norway - iigned a Memorandum of Understanding to buy 306 F-16s
with options to increase that purchase to 348. The Air Force intends to buy at least
650 F.16s and a number of other allies have expressed an interest in purchasing the
aircraft.

For FY 1976 and FY 197T, the Congress has appropriated $286 million to

continue the full-scale development effort. The budget request for FY 1977 is $620
million for continued development and for procurement of the first 16 production
F.166, Procurement of F-16s over the next five years Is planned at the rate shown
below.

TABLE IVC.9

Period FY 77 FY 78 FY 79 FY 80 FY681

Aircraft Procured 16 89 145 175 180

F-15

The Air Force F-15 Air Superiority Fighter Program is proceeding as planned. The
major milestones have been completpd on schedule, and its demonstrated performance
has confirmed an ability to fulfill its intended role. The development, test and
evaluation program, now nearing completion, has been highly successful.

The F-15 armament and Tactical Electronic Warfare System (TEWS) has been
approved for production, and operational testing of its primary missiles, the AIM-7F
Sparrow and AIM-9L Sidewinder, is now in progress. The standard M-61 Gatling gun is
presently being installed in production F-15s but development is in progress on an
improved, higher rate of fire M-61 which would be installed on all F-15s when
completed. The F-15 production rate for the FY 1977 procurement period, which was
reached during the end of the FY 1974 buy and maintained through FY 1975 and FY
1976 with the approval of Congress, will remain at nine per month. The current plan is
to acquire 729 F-15s (plus 20 RDT&E aircraft) to equip 19 active squadrons.
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Air Force Aircraft Modifications

In addition to the major improvements represented by the F-15 and the F-16,
modifications to be made to the F-4 and F-111 will serve to extend greatly the utility
of these tested systems. In many cases, modifications delay the obsolescence of
current aircraft by providing improvements which enable the system to operate
effectively for several years beyond its planned technological life. Such funds are well
spent, since they give the aircraft an improved capability without the expense of total
system procurement.

The plan is to modify F-4D and F-4E jircraft with a self-contained laser designator
- also called PAVE SPIKE - pod. Our night/adverse weather tactical air warfare
deficiencies will be eased during the next five years by modifying F-4E and F-111F
aircraft with PAVE TACK equipment which will provide a wide angle, high resolution,
forward.looking infra-red (FLIR) system with a laser ranger/designator. This system,
coupled with laser-guided, modular glide bombs and a forward-fired weapon, such as
the imaging infra-red (IIR) Maverick, will provide an excellent capability for .he night
acquisition and attack of ground targets.

A-t0

The last of six development aircraft has been delivered and systems integration for
the A-10 is progressing satisfactorily. The Air Force Test and Evaluation C:nter has
completed its independent operational assessment. Tne Ar Force is confident that the
A-10's blend of lethality and survivability has been optimized for the close air support
mission. The remaining development and operational testing is aimed at completing
the refinement of the A-10 armament-including the Maverick missile and the 30 mm
GAU-8 gun - and ensuring its utility in an operatioral environment. Follow-on
operational tests began in January 197;.

Only one potentially serious problem was uncovered during the test program. 'm
September 1975 the A-10 fatigue test article experienced a failure of the fuselage
frame. The primary cause of the failure was an unuerastimition of loads and
out-of-plane bending. However, based uoon P ra!Vis and stress survey testing of the
damaged area, both a retrofit and in-line production redesign were accomplished
within the current forging design and overall aircraft dimensions. The fatigue article
was repaired and one full lifetime (6,000 service hours) was completed In October
1975. with the exception of the fuselage frame failure area. The test article was
inspected and no evidence of other problems was found. In order to verify the
integrity of the frame redesigns, a component test article is being built with tne retrofit
configuration on one side and the production configuration on the other. This article
will begin fatigue testing in April 1976, with one lifetime to be completed in May and
four lifetimes in August 1976. It is believed that the remaining risk is sufficiently small
to warrant proceeding into full production.

The first production aircraft was delivered in November 1975, Acquisition of 95
aircraft is provided for with the funding available through FY 197T. The request for
FY 1977 is $618 million for an additional 100 aircraft. As a result of higher-than-
expected inflation rates and scarce budgetary resources, the prcilous:y programmed
procurement for FY 1976, 197T and 1977 has been reduced by a total of 155 air',raft.
However, the total program, which calls for acquiring 733 A-10 aircraft, remains as
planned. This acquisition program will equip both active and reserve forces.
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E.3A (AWACS)

The E-3A Airborne Warning and Control System (AWACS), which provides "big
picture" vision and understanding for battle management through its unique
all-altitute surveillance and command, control and communications capability, is
scheduled to enter the operational inventory in November 1976. The first six
production aircraft were funded in FY 1975 and four more in FY 1976. A total of
fifteen E.3As is needed to form an initial minimum force which was certified last
February as being cost and mission effective for non-NATO U.S. requirements. It
remains to be seen, however, whether 15 E-3As would provide a force sufficient either
to support U.S. forces in Europe or a number of other requirements, such as small
contingencies, protection of the North Atlantic sea lanes, and augmentation of
NORAD in time of national crisis. Certainly, this force would be inadequate to fulfill
simultaneously any altier requirements and support U.S. forces in a major conflict in
Europe.

Acquisitioni of more than 15 AWACS aircraft would permit us to meet some of our
non-NATO reouirements and support U.S. forces in Europe at the same time. These
highly flexible aircraft, which will be operated from a central poot. will be rotated to
CONUS Regional Operational Control Centers for air defense taining, and to a
European operating base for peacetime training in the tactical air control mission.
They will be available for rapid deployment with fighter/attack aircraft to Europe or
any other area of the world to support contingency operations as the National
Command Authorities shall direct.

To gain the assistance of our allies in procurement of this expensive systesr we have
offered AWACS to NATO to meet their airborne early warning requirements. Owr
offer has gener'ted enough interest to warrant initiation of a NATO Contract
Definition effort with AWACS serving as the basis for the work. In accordanae with
the present schedule, we anticipate that our NATO allies could reach a decision on
AWACS by June 1976. It is desirable to continue procurement of AWACS to meet
minimal United States' requirements and to sustain the production line at a relatively
low rate should NATO decide to purchase these aircraft. By procuring six E-3As in FY
1977. both of these objectives can be achieved.

In the absence of a firm NATO program, we should at least plan to meet the most
essential US. requirements with U.S..owned aircraft. In either event we must be
prepared to continue to produc- AWACS aircraft. Therefore, we are requesting fuo'ds
in FY 1977 for procurement of six more E-3As and spares to buy long lead.time items
for six AWACS in FY 1978, and to support continued RDT&E.

F40 Wild Wsml and EF-IIA

U.S. tactical aircraft currently configured primarily to, defense suppression are the
F. V05G and F-4C Wild Weasel. However, these systems cannot cope with the intense
air defense envircnmernt that we would expect to encounter in a European was It is
being proposed, therefore, to replace the two squadrons of F-106Gs ad two
squadrons of F-4Cs with four squadrons of F-4G aircraft equipped wit.h the latest
defense suppression systems. A total of 116 F-4Es would be ijwdified to the Wild
Wepsel configuration (F4G) over a three-year period. This conversion program will
provide an effective defense suppression capability at less cost than would be required
for procurement of new systems. The first squadron would become operational in FY
1978 and all four squadrons would be operational by 1980. In adLition to the
standard F-4 electronic countermeasures equipment (warning sensors, ammin9 pods,
and chaff dispensers), the F4G Wild Weasel aircraft will be 'equipped with
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direction-finding antennas, computer-controlled receivers, signal activity monitors and
SAM-launch warning devices, and also will be equipped to launch antiradiation missiles
(i.e., Standard Arm, Shrike and Harm) as well as conventional ordnance and guided
bombs. With this euipment, these aircraft will be able to accompany our strike
aircraft into intensely detended areas and suppress enemy defenses by locating and
attacking enemy SAM sites.

The program to modify 42 F-111A aircraft with electronics countermeasures
equipment is continuing. If the two prototypes are successful technically and are
judged as being cost-effective, we will outfit 40 more for an area jamming role in
support of our stri. and Wild Weasel aircraft. These 42 aircraft are presently assigned
to a training role.

Aircraft Shlters

We have reduced the pace of the shelter construction program in Europe in
recognition of Congressional concerns regarding NATO's cost sharing of the program.
To date, 649 aircraft shelters have been built or funded to protect those U.S. aircraft
stationed in Europe which are expected to be committed to NATO within three days
after mobilization. We have programmed $250 million over the next five years to
prefinance additional shelters for in-place U.S. aircraft and those expected to arrive in
Europe shortly after mobilization. The FY 1977 request of $38 million would
construct a portion of those shelters. This schedule is a reduction from the previous
three-year program and conforms to expected resource constraints. We hope to recoup
a large part of these U.S. outlays as NATO agrees to make additional aircraft shelters
eligible for infrastructure funding.

c. Navel Aviation Fore Structure

The size of our naval tactical aviation force is primarily a function of the numbers
and types of aircraft carriers in the fleet and the air support required by our Marine
Corps ground forces.

The mix of these forces is being influenced by the growing capability of Soviet
naval power and the advent of new tactical weapons delivery methods - including
surface.to-surface missiles (SSMs) and tactical nuclear weapons along with tlh steadily
increasing range and endurance of land-based aviation, capable of standoff delivery of
air-to-surface missiles (ASMs). 'These factors have brought about a renewed awareness
of the importance of naval aviation in sea control. With resources limited for both
aircraft and aircraft carriers, it is clear that the Navy muast give primary emphasis to
those systems which will yield the greatest offensive capabilities against Soviet forces
while protecting maritime forces from submarine, surface, and air attack and while
conducting amphibious operations. Sea control must be the Navy's paramount
function because it is a prerequisite to power pr-)jection and to the logistic support of
armies and land.based tactical air in a major Warsaw Pact/NATO conflict. It is for this
reason that the Navy needs a long-range, all-weather anitship and air-to-surface attack
capabiity and an air superiority and antimissile capability in 4ircraft aboatd our
carriers. The qualitative edge provided by aircraft is particularly important because of
growing Soviet capabilities.

Despite growing Soviet naval capabilities, we are currently proposing to maintain 13
active air winis within the Navy to equip the planned level of 13 operational carriers in
FY 1977. This may eintail a cortain risk, a larger number of carriers and air wings may
be required to carry out current national strategy successfully.
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The Navy plans its overall force around the concept of a multipurpose carrier air
wing which is capable of handling a wide variety of tactical situations through a mix of
aircraft types. Specifically, the nominal multi-purpose carrier air wing is constituted as
follows:

TABLE IVC-10

2 Fighter Squadrons

2 Light Attack Squadrons
1 Medium Attack (all.weather) Squadron

1 Antisubmarine Warfare Squadron
1 Helicopter Antisubmarine Squadron
1 Electronic Warfare Squadron
1 Airborne Early Warning Squadron
1 Reconnaissance Detachment
1 Airborne Tanker Detachment

This dist-ibution of assets is used for planning purposes, although changes in the
mix of assets are frequently in order, as c,rriers are actually deployed for specific
operations. Since the introduction of a new class of carrier would not occur beforp
Forrestal replacement in 1985, we envision no near term change in the aircraft mix
presently being procured for our multi-purpose carriers.

The current plan is to fulfill Navy and Marine fighter squadron requirements with a
mix of the F.14, F-4, and F-18. The force at present is made up of F.8s, F-4s, and
F-14s. Current plans call for 18 Navy F-14 squadrons in the early 1980s as F-8s and
F-4s are phased out of the force. The remaining six active and four reserve Navy
fighter squadrons will begin transition to the F-18 in FY 1982. Until F-18 production
can fill the gap, the planned F-14 production rates and retirement of r.4 aircraft at the
end of their extended service life will result in five fewer fighter squadrons th-In are
required to fully equip our carrier and Marine air wings.

A mix of the more expensive F-14s and lower cost F-18s is proposed for the Navy
fighter force in the mid to late 1980s. This mix will provide the required number of
fighters within fiscal guidelines, and give the force sufficient capability to counter
potential enemy threats into the 1980s.

The Navy active light-attack squadrons are currently equipped with A-7 aircraft. In
the 1980s, however, this aircraft will reach the end of its useful life and will need a
replacement. The Navy feels the engine/airframe of the F-18 with appropriate avionics
changes would be an exceilent replacement for the A-7. This proposal is particularly
attractive because the attack version of the F-18 will still have most of the
performance of the fighter version, and this multi-role capability would enhance the
ability of the carrier air wing to adapt to the dynamic changes of combat.
Furthermore, the research and development monies already spent on the fighter
version of the aircraft would not have to be spent in developing a new attack aircraft.
Having a common airframe and engine for both fighter and attack aircraft will greatly
improve maintenance eff;ciency and reduce the amount of support equipment
required aboard ship.

The A-6 will continue to fulfill the requirements for a carrier-based all-weather
attack aircraft. The option to reinforce the Navy medium attack force with Marine A-6
assets in sea control scenarios will reduce the risks associated with the lower force level
that we must program because of budget constraints.
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While a good deal of attention is focused on major Navy force structure issues and
acquisition programs, other initiatives on the part of the Navy should also be noted.
The Navy is pursuing a low-cost, highly effective dissimilar air combat maneuvering
training program in CONUS and in the deployed fleets to increase the training and
readiness of the fighter attack squadrons to perform in combat against numerically
superior forces. To this end it is employing the A-4, the T.38 and the F-5 in formal
adversary training programs. In addition, Navy initiatives have established an Air
Combat Maneuvering Range which permits instantaneous readouts of pilot and aircraft
performance in air combat, and allows aircrews to obtain the maximum possible
degree of training for every flight hour expended in air combat training. One range is
in place on the West Coast, while another is programmed for the East Coast for
Atlantic Fleet training.

The Navy also plans to modernize its reserve carrier air wing with more up-to-date
aircraft. Specific modernization plans for the two reserve attack wings are:.,

-Complete conversion of all F.8 squadrons to the F4N in FY 1978;

-Transition of all attack squadrons to A-7s by FY 1978;

-Introduction of EA.6A electronic warfare aircraft in FY 1978; and

-Conversion of airborne early warning squadrons from the E-1 8 to the E-28 during
FY 1977.,

Details of the different aircraft planned for Navy tactical air forces are shown in a
classified table given to the Committee. Discussion of new equipment planned for
procurement is given later in the Acquisition Section.

A major function of the Marine Corps' tactical air arm is to support Marine
amphibious and ground operations. Consequently, the Marines have distributed their
assets (30 active and eight reserve squadrons) among three active Marine aircraft wings,
and one reserve wing. Each of these air units is designed to support a Marine division.
In order to support these units under a variety of circumstances, the Marines plan a
mix of tactical air resources capable of performing close air support, local air
superiority and battlefield interdiction missions. The specific mix of squadron types in
the Marine active and reserve forces are shown in Table IVC-1 1.

TABLE IVC-11

12 Active, 2 Reserve Fighter Squadrons
8 Active, 5 Reserve Light Attack Squadrons
5 Active Medium All-Weather At:acK Squadrons
3 Active, 1 Reserve Aerial Refueling Squadrons
1 Active Reconnaissance Squadron
I Active Electronic Warfare Squadron

Tactical Air Control Detachments (30 aircraft)

Active and reserve Marine units share the shortage of fighter aircraft expected in the
early 1980s. The F-18 is scheduled to begin replacing aging F-4s in the Marine
inventory as it becomes available beginning in FY 1982. Until this past year the
Marines planned to convert four of their fighter squadrons to F-14s as opposed to
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F-18s. It was decided, however, to allocate all the F.14 assets to the Navy. This
decision was based on our assessment of the threat, on cost and logistics
considerations, and on the desire of the Marine Corps for a less complex force. The
Marine light attack force will consist of five squadrons of A-4Ms and three squadrons
of AV-8As through FY 1981. Starting in FY 1982, the Marines plan to replace all of
their light attack aircraft with the AV-8B.

To ensure that reserve elements of the Marine tactical air structure remain effective
combat assets, the Marine Corps has planned modernization of Marine reserve units as
follows:

-Replacement of all aging F-8s with F-4s by the end of FY 1976;

-Modernization of reserve light attack units with A-4Es and A-4Fs during FY
1976; and

-Retirement in FY 1976 of C-119 transport aircraft to be replaced with KC-130
aerial refueling aircraft.

d. Naval Aviation Acquisition Prograrnw

It is well understood that the requirement for carrier operations strongly influences
the cost and design characteristics of Navy aircraft. Naval aviation requires aircraft that
can operate under more restrictive conditions than land-based aircraft. For example,
naval aircraft are designed with greater structural strength and with special low speed
landing characteristics to meet the demands of carrier operations. The limited
availability at sea of aerial refueling support and drop-tank supplies make it desirable
for naval aircraft to have greater internal fuel capacity. These considerations increase
the size and weight of naval aircraft over comparable land.based counterparts, and
usually make them larger and more costly. These considerations, together with our
assessment of the threat and the status of U.S. technology, determine the nature of
our acquisition programs. Shown in Table IVC.12 on the following page are the major
naval tactical air force modernization and improvement programs.

F.18

To equip fully our 13 active and two reserve Navy carrier air wings and our three
active and one reserve Marine air wings, a total active inventory of 2,477 aircratt
would be required. At the end of FY 1977, we plan on an inventory of 2,471 aircraft.
However, with the present procurement programs, we could drop to a lower inventory
by FY 1981. Because of peacetime fiscal constraints, we are attempting to make up
this potential shortfall by developing the F-18 as a lower cost complement to some of
our more costly carrier aircraft, such as the F-14.

The F.18 is intended to replace the F4 and to complement the F.14 in the Navy's
fighter inventory. In addition, an attack variant cf the F-18 will be considered for
development as a replacement for the A-7 attack aircaft. The Navy's F.4 and A-7
aircraft will reach the end of their expected extended service life during the 1980s.

We started full-scale development of the F-18 in 1975 and current plans call for the
first test flight in the summer of 1978, with a deployed, operational aircraft in 1982.
It is anticipated that more than 800 fighter and attack aircraft will be programmed
into the fleet in the 1980s.
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TABLE IVC-12

Acquisition Costs of Major Navy Tactical Air Modernization
and Improvement Programs1

(Dollars in Millions)

Trans.
FY 1975 FY 1976 Period FY 1977 FY 1978
Actual Planned Planned Propd Prop'd for
Funding Funding Fudn 2  Funding Authorization

Navy and Marine Corps Systems

Development of the Navy F-18 20 110 23 347 651

Procurement of F-14 Multi-Mission
Fighter Aircraft 735 621 138 708 728

Procurement and Modification of
A-6 Attack Aircraft 9 33 19 80 112

Modification of A-6 Attack Aircraft 212 300 56 168 167

Procurement and Modification of A-7E
Attack Aircraft (Recce Pods, TRAM) 133 178 30 237 271

Procurement and Modification of A-4M
Aircraft 11 13 10 106 71

Development of V/STOL Attack Aircraft 13 22 6 41 60

Procurement of E-2C Fleet Early-Warning
Aircraft 125 161 23 171 171

Procurement and Modification of
EA-6B Electronic Counter measures
Aircraft 131 116 14 170 157

t Includes cost of ROT&E, procurement of the system and initial spares, and directly related military construction.
2July I to September 30. 1976.
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F-14

The F-14's primary role in maritime air superiority is to destroy enemy missiles and
airborne launch platforms at a considerable distance from triendly ships. Additionally,
the F.14 has exceeded expectations for close-in combat and is one of the most capable
fighters in the world. It has now been successfully deployed to the fleet, and in recent
operational missile firing exercises the total F-14/Phoenix weapon system performed
extremely well.

As a continuation of last year's program, we are holding F-14 procurement for our
own forces to tri'eq per month during FY 1977. After the Iranian orders for 80
aircraft have been filled, the F.14 production rate will gradually decline, since U.S.
forces will then be the only scheduled recipient. It is now planned to acquire a total of
403 aircraft through FY 1981., The 13 aircraft requested in FY 1981 are in addition to
last year's program total of 390 and represent the attrition buy required to maintain
18 squadrons through FY 1981. A total of 270 F-14 aircraft have been procured for
the Navy through FY 1976. The $708 million requested for FY 1977 will provide for
the procurement of 36 aircraft and for advance procurement for 33 aircraft in FY
1978.

Nawy and Malne F4 Modifications

The Navy is planning "Conversion in Lieu of Procurement" (CILOP) programs for
Its F-4 fleet to improve the capability of these aircraft as well as to extend their service
life until they can be replaced by F.14s and F-18s. Specifically, the plan is to extend
the service life of 300 F-4Js by about 96 months, and to add maneuvering slats to
these aircraft so as to improve capability in close combat.

Modification of Marine RF.48 reconnaissance aircraft is plantied to extend the
service life of the aircraft and update selected avionics/sensor equipment, and thus
provide the Marines with a viable reconnaissance capability hough the early 1980s.
Thirty aircraft will be modified, extending their service life by about 96 months.

A-GE

As stated last year, we have decided to terrainate new A-6E production and limit
the size of the fcrce, However, we plan to continue conversions of older A-6 series
aircraft to the more capable, more reliable A-16E configuration, and to install the
TRAM (Target Re cognition and Attack Multisensor) in all the old and new A-6Es. The
TRAM will proviao a nighttime attack capability with precision-guided weapons. We
are requesting $168 million for continuation of these conversions.

A.7E

The A-7E program total has been revised upward to a total of 692 aircraft through
FY 1981, from the previously planned 666 aircraft. The A-7Es will be procured at the
rate of 30 a year, a procurement schedule which will provide enough A-7Es for the
continued modernization of 24 operational light attack squadrons, as well as 49
reconnaissance versions to fulfill fleet requirements beginning in FY 1978. We have
funded 542 of these aircraft in prior years. The 30 A-7Es to be procured in FY 1977
will be equipped with provisions for the new Forward-Looking Infra-Red system
(FLIR) to provide for a night, precision weapon attack c.apability. Changes to the 49
A-7Es to provide for reconnaissance sensor interface and control are minimal and will
be accomplished through a retrofit program.
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A4M

The older A-4Es and A-4Fs in the Marine light attack inventory do have limited
service life remaining, and are being used to modernize the reserves. The replacement
A-4Ms are more combat-capable aircraft owing to their better speed and agility, and
their Angle Rate Bombing System (ARBS) which improves ordnance delivery
accuracy. To meet Marine light attack requirements, the plan is to procure 21 and 12
A-4Ms in FY 1977 and FY 1978 respectively., This procurement program will support
the Marines' light attack force until a new aircraft enters service in the 1980s.

V/STOL Aircraft

The Navy has three V/STOL programs in advanced development. The lift-fan
program, in concert with NASA, is in the definition stage and is funded at a low level.
Progress in the thrust-augmented wing program should allow a first flight of this
prototype V/STOL jet aircraft in late CY 1976. The ultimate goal of the program is an
aircraft with supersonic V/STOL performance. Acquisition of such a V/STOL is not
now programmed owing to the exploratory nature of our efforts. The AVX program,
with the AV-88 as the primary candidate, is directed at providing a V/STOL light
attack aircraft as a potential replacement for the- Marines' A-4M/AV-8A force in the
mid-1980s. The AV-8B development program aims at building upon the AV-8A
program to produce a vectored-thrust attack aircraft superior to the A-4M and superior
to the AV-8A in STOL and V/STOL performance. If the AV-8B is approved for
development rather than a conventional light attack aircraft, first flight of the
prototype YAV-8B could be in early FY 1978; if this schedule is met, the AV-8B
could be in the operational inventory by FY 1984.

E-2C

The total planned procurement of the E-2C Hawkeye has been increased from 49 to
67 aircraft. This will be accomplished by procurement of six aircraft a year through
1980. The present total acquisition program, however, would provide only three UE
aircraft per carrier. Recent experience has shown that this number per carrier is not
sufficient to meet all the demands placed upon the E-2C in the sea control or power
projection mode of operation from a carrier; four per carrier probably will be required.
The aircraft is currently on its second operational deployment and the fleet is
reporting readiness, utilization, and direct maintenance manhours per flight hour that
are greatly improved over the preceding E-2B model. The airborne early warning and
control capability provided by the E-2C is essential to proper management of our
Phoenix-equipped F-14s in defeating the distant but lethal threat posed by long-range
bombers carrying extended range air-to-surface missiles and by cruise missiles carried
aboard enemy surface combatants and submarines.

EA-6B

The funds requested for the EA-6B program through FY 1977 permit the
continued procurement of this aircraft at the rate of six per year to complete
equipment of the carrier wings with 36 UE aircraft. However, the Navy needs a total
3f 90 of these aircraft to provide for its carrier wings and a 15 UE aircraft squadron
for the Marine Corps. The last six aircraft required to fill this total inventory objective
are scheduled for procurement in FY 1980.
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Harpoon and Condor/A-6 Interface

An all-weather, antishipping, attack capability by Navy tactical aircraft is tequired
to succeed in the vital sea control mission. The incorporation of the Harpoon missile
system in the A-6E will combine the sophisticated features of the A-6 and the 60-mile
active-seeker Harpoon missile to satisfy this requirement. The planned A-6E Harpoon
modification program will provide the A-6E with a capability to carry and launch
Harpoon missiles while standing off outside enemy defenses., The missile will be
married first to the A-6 platform when one prototype A-6 is modified during FY 1977
utilizing R&D funds. Additional A-6Es will be modified in FY 1978, FY 1979 and FY
1980.

The Harpoon is an all-weather missile for attack of targets at sea. Therefore, in
order to provide the capability to destroy heavily-defended, high-priority targets which
are located on land or at sea, at acceptable levels of aircraft/aircrew attrition, we
intend to develop and procure terminally-guided stand-off conventional munitions.
The Condor missile represents a uniquely capable, surgically-accurate weapon system
whose operational advantages enhance aircraft survivability and provide a high degree
of tactical flexibility.

There are presently some concerns about the reliability, vulnerability and the
operational utility of Condor. Authorization for production is being withheld pending
additional testing on existing pilot production missiles and a Navy plan to alleviate
these concerns.

4. MOBILITY FORCES

Mobility forces include the strategic and tactical airlift forces of the Military Airlift
Command (MAC) and the Civil Reserve Air Fleet (CRAF); the sealift forces of the
Military Sealift Command (MSC), the U.S. Flag Merchant Fleet, the National Defense
Reserve Fleet (NDRF) and the Effective U.S. Control (EUSC) Fleet;' and the large
logistic helicopters used to move forces and materiel within a combat theater. These
mobility forces are a vital element of the general purpose force structure. They enable
us to move combat forces rapidly to overseas theaters, to maneuver and sustain these
forces once deployed, to meet security commitments, and to protect overseas interests
with fewer U.S. forces and lesser amounts of materiel positioned abroad.

The principal focus of general purpose force planning is on achieving and
maintaining a conventional force balance in Europe. Mobility forces make a critical
contribution to the NATO side of the balance. Even given reasonably op~imistic
assumptions, the current balance in Europe is not in NATO's favor. By mobilizing
covertly, the Pact might gain a lead in building up its forces Because these
reinforcements would travel a shorter distance, the Pact could increase its front-line
strength more rapidly than NATO. Thus the primary role of the mobility forces, and
the basic rationale behind most of our mobility improvements, is to drive the margin
of early Pact superiority in the NATO theater down to a level where Soviet/Pact
planners would have no assurance of a quick victory. We also rely on mobility forces
to provide a long-term sustaining capability for our deployed forces, thus hopefully
depriving our principal adversary of any realistic hope of winning a long war as well.

In the past several years the Department has placed considerable emphasis on
improving U.S. mobility forces, thus increasing their visibility in the Congressional and
public dialogue over the defense program. This has tended to create the mistaken
impression that excessive resources are being poured into mobility programs. Such is
not the case. In every mobility area we have sought to improve existing capability at
relatively low cost before recommending new programs.
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To maintain an adequate capability at a relatively modest cost, the FY 1977-81
program for mobility forces continues to focus on improving present lift capability
and the transportation potential inherent in the U.S. civil sector. These efforts include
examination of methods to accelerate unit movement from CONUS basis to ports of
embarkation; cooperation with allies to increase their assistance in operating in-theater
transportation terminals and lines of communication; integration of tactical airlift
assets into plans for inter-theater lift during the early stages of a deployment, and
planning with our allies, the Maritime Administration (MARAD), and the U.S.
maritime industry to increase the numbers of ships readily available for military use in
a contingency. All of these efforts are designed to improve the efficiency of mobility
operations at little or no cost to the Defense Department.

In our major programs, the emphasis continues to be on improving strategic airlift,
since it makes the largest contribution in reducing the Pact's early edge in a NATO
contingency. Accordingly, the Strategic Airlift Enhancement proposals have been
modified to accord with Congressional guidance and are being presented again for
consideration. These programs are not inexpensive, but the capability they add to
existing military and Civil Reserve Air Fleet strategic lift is well worth their total cost.

a. "tra ic Airlift

Military strategic airlift forces consist of four active squadrons of C-5As (70 unit
equipment (UE) aircraft) and 13 active squadrons of C-141s (234 UE aircraft). In
addition to these active units, there is an equal number of C-BA and C-141 reserve
associate units, which have no aircraft but do have a full complement of reserve
personnel associated with the active units. When mobilized, these reserve associate
units permit a rapid increase in the rate at which the active aircraft are used; in
peacetime, they contribute on a part-time basis to the operation and maintenance of
the active aircraft as part of their normal training.

U.S. commercial airlines have committed 243 long-range aircraft to the Civil
Reserve Air Fleet (CRAF). Of these, 91 are passenger-only aircraft and 152 are cargo
or passenger/cargo convertible aircraft. The CRAF would be available to assist in
military airlift operations under conditions of mobilization or when otherwise
activated. In less serious contingencies, CRAF aircraft are customarily made available
on a voluntary basis to fill in for military assets which must be shifted to support
activity in a crisis theater.

Because shipping could not begin to deliver large tonnages until several weeks after
NATO mobilization, U.S. strategic airlift is essential in offsetting the Pact's early
advantages of lead-time and geography. Current proposals for increasing strategic airlift
are contained in the Airlift Enhancement package, which is designed to maximize the
lift potential inherent in the existing force,

The present military and civilian strategic airlift fleet is not optimized to deploy the
military equipment of our land and tactical air units in a balanced manner. In a
large-scale deployment to NATO of several divisions and aircraft squadrons, the C-5A
force could deliver all of the very large outsize equipment in less than half the
time required for the remainder of the airlift force to deliver the somewhat smaller
oversize items which would comprise the major share of the airlifted tonnage.
Consequently, in a balanced deployment, the C-5As would end up carrying oversize
cargo in order to minimize the time taken to complete the movement.

Analysis of the present strategic airlift force and cargo movement requirements of a
NATO contingency indicates that the deployment rate in the first 30 days would be
maximized if the C-5A force were completely dedicated to the task of carrying outsize
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cargo (which only the C-5A can carry) and oversize capability were added in the
amount required to match the faster outsize rate, at the highest feasible utilization rate
for all aircraft types. Beyond this, to achieve a still more rapid deployment rate would
require increasing the present outsize cargo capability, and this would require
acquisition of more aircraft the size of the C-5A.

The Airlift Enhancement program is the least costly way to maximize the
rapid-reinforcement potential inherent in the strategic airlift force. If fully imple-
mented, this program would increase the C-5A wartime utilization rate to the highest
achievable level, and then balance the resulting C-5A outsize cargo capacity with an
equivalent oversize deployment capacity by: (1) using some C-130 aircraft from the
tactical airlift force, since these aircraft are capable of carrying small oversize payloads
from the United States to Europe and the entire C-130 inventory would not be needed
for in-theater lift during the early stages of a deployment; (2) increasing the C-141
force's oversize capability through a "stretch" modification, provision of aerial
refueling, and raising the wartime utilization rate; and (3) modifying long-range,
wide-bodied commercial passenger jet aircraft to an oversize cargo configuration. This
last initiative, the CRAF modification program, adds more oversize cargo capability
per dollar expended than any of the other proposals. In the aggregate, implementation
of the entire Airlift Enhancement package will roughly double our strategic airlift
cargo capability, and maximize its efficiency within the inherent constraint of C-5A
out size capability.

The Airlift Enhancement program is not based upon meeting a specific,
well-defined set of requirements for early reinforcement of NATO. The amount of
NATO combat power that will actually deter aggression, or successfully counter a Pact
attack, obviously cannot be stated with precision. It is quite possible, however, that
the Pact could field superior forces at the outset of a confrontation, and we know that
strategic airlift is the only way that we can move substantial U.S. forces to the NATO
theater within the first two weeks after mobilization.

If Defense were given larger resources we would probably try to reduce the risk in
the NATO theater with further increases in the force level for strategic Ctt. However,
within the tight fiscal constraints on our FY 1977-81 program, we are unable to
undertake a major new program to improve our lift. But we can make more efficient
use of the existing force, and that is exactly what the Airlift Enhancement program is
structured to do.

In general, the Airlift Enhancement and other modernization efforts in the area of
strategic airlift have not changed drastically from last year. Modifications and
near-year funding of these programs are outlined below.

Increased Wartime Utilization Rates

The additional peacetime cost for crews, maintenance personnel, and flying hours
to achieve higher wartime utilization rates for the C-5A and C-141 force will be about
$81 million per year when the program is fully implemented in FY 1978. The
additional operating costs would be $60 million in FY 1977.

As shown on Table IVC-13, a total of about $45 million is included in the FY 1977
budget for the acquisition of the additional war reserve spare parts needed to support
the higher aircraft utilization rates desirable in wartime. These spares are an essential
element of the program, but as a result of Congressional cuts in spares funding in FY
1976, coupled with our own "belt-tightening" in the preparation of the FY 1977
budget, the resulting C-5 and C-141 wartime utilization rates will be considerably short
of the goals we have set.
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TABLE IVC-13

Acquisition Costs of Major Mobility Forces Modernization
and Improvement Programs'

fDollars In Millions)

Tran.
FY 1975 FY 1976 Period FY 1977 FY 1978
Actual Planned Planned Propd Prop'd for
Funding Funding Fundlng3 Funding Authoriation

Strategic Airlift

Procurement of Addiitional
Replenishment Sports for C-5
and C-141 Aircraft --- 46

'Stretch" Modificefoon
to C-141 Aircraft to
Increase capacity 25 17 -9

Modificatiot' of Civilian Wide-
Bodied Pasienger Aircraft to a
Coriribt lCorli-Pauinger)
Configuration - - - 29 g6

Planning and Initial Engineering
of C-5 Wing Modification a 22 10 23 63

Development and Procurement of
a New Advanced Tanker/Cargo
Aircraft (ATCA) 2 5 1 45 M4

7 ectimal/Louietics)
Helicopter Airlift

Prototype Development of
Advanced Medium STOL
Transport AMST) 56 65 11 29 90

Acquisition of NeW Carrier-
Onboard Delivery (COD) Aircraft I is 8 171 142

E rgineering and Test of Army
CH-.47 Heliowpter Modernization 3 10 2 26 26

Acquisition of NewV/Marina Corps
CH-53 Helicopter 47 10 21 116 121

Ilncludes costs of RDT&E, procurement of the system end initial spores, and directly related military construjction.
2July I to September 30, 1976.
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C-141 "Stretch" Modification

We are continuing essentially the same "stretch" modification effort described for
the C.141 force in last year's report. FY 1978 funds allow for initial procurement of
about 70 modification kits. Currently we plan to modify all 275 C-141s, with
production starting in FY 1978, at a total cost of about $700 million. We are doing
everything possible to encourage competition among contractors for this program.

CRAF Modifications

As desired by Congress, we have reexamined U.S. airlift needs, and the utility of the
CRAF in meeting these needs. We have found that the single most cost-effective way
of providing the additional oversize cargo capability required to balance the outsize
deployment capability of the C-5As is to modify about 100 wide-bodied, long-range
rassenger jets. Such a program would produce over half of the capability increase
sought in the entire Airlift Enhancement program at less than one-third of the total
cost. Buying and operating dedicated military assets with equivalent capability would

cost at least ten times as much. Consequently, we are again proposing to modify,
properly . Government expense, existing commercial wide-bodied passenger aircraft,
and to include them in the CRAF program.

The Defense Department has relied for some time on the U.S. maritime industry to
provide the bulk of our sealift force in a time of national emergency. In recognition of
this fact, the Congress has authorized subsidies for the shipping industry to ensure the
availability of merchant marine assets in emergencies. We believe that similar re!iance
can be placed on the civil sector for cargo airlift support in emergencies, now that large
numbers of wide-bodied, long-range aircraft suitable for use in military unit
deployments are available. fleliance on the civil sector for a large portion 'if U.S.
emergency lift needs permits savings in procurement and, even more significmnt over
the long tcrm, savings in operating and maintenance costs.

The cost to the Government for the entire CRAF modifications program is
estimated at about $800 million. Most of this is for hardware changes, wh;ch would
commence with a prototype effort in FY 1977; the remainder would cover
compensation to participating airlines for economic disadvantages resulting from the
modifications.

C-GA Wing Modification

In order to solve the wing fatigue problem in the C-5A aircraft, plans are continuing
to replace the inner and center sections of the C-SA's wing structure. There is simply
no known workable alternative to this program, given the key role of we C-5A in our
strategic airlift effort. The current estimate is that the reworked wing will provide a
virtually "new" aircraft which will be the workhorse of the strategic airlift force we ',

into the next century.
The cost of modifying all of the C-5As to solve the wing fatigue problem will

amount to about $1 billion in budget year dollars. The FY 1977 funding request
supports continued design and testing of the proposed modification. The plan is to
initiate full-scale wing modifications in FY 1981.

Advanced Tanker Cargo Aircraft

Although it will have a cargo capability, the Advanced Tanker Cargo Aircraft
(ATCA) is being proposed primarily as a tanker. Its main contributions to strategic
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airlift would be to expand the range/payload capability of cargo-carrying C-5As and
C-141s and to support the inter-theater deployment of tactical aircraft. It would
dramatically reduce our reliance on foreign bases for support of tactical or cargo
aircraft being used in a force projection role.

The current ATCA program calls for air refueling design studies as wEll as selection
of one of the candidate wide-bodied aircraft in FY 1977, followed by initial
procurement in FY 1978. Ultimately we envision buying about 50 of these aircraft,
enough to handle projected aerial refueling missions for airlift and tactical aircraft.
Assuming Congressional approval of the proposed CRAF modifications program,
buying ATCAs to carry cargo would only be required if we were to decide that a major
increase over our programmed "enhanced" airlift capability is required.

b. Shlift

Notwithstanding the current heavy emphasis on strategic airlift, an adequate and
responsive sealift capability is critical to the deployment and support of U.S. forces.
Sealift complements the early movement of military equipment by airlift and is the
dominant mode of sustaining forces in any lengthy contingency. In a NATO.Warsaw
Pact conflict, many of the deploying forces wou: 4 have to move by sea, as would the
bulk of the resupply and any POL for NATO forces not pre-positioned in Europe.

The Department's Military Sealift Command (1MSC) is scaled to meet peacetime
movement requirements. We also plan for MSC to operate up to seven ships in a
reduced operational status to provide for peacetime surge requirements. The current
assets of the MSC are insufficient to support a major contingency, and would, at a
minimum, necessitate heavy reliance on the U.S. merchant marine. In the event of a
NATO conflict we would also have to augment U.S. sealift assets with shipping from
the commercial fleets of NATO allies. Under the NATO Planning Board for Ocean
Shipping (PBOS) NATO ships have been precommitted to the U.S. by our allies,
commencing with the initiation of hostilities. This augmentation is expected to
provide enough sealift to meet the demands of the NATO contingency, although the
time phasing is not completely responsive to early movement requirements.

For minor contingencies not involving the eqclaration of a mobilization by the
President or the Congress, the Military Sealift Command (MSC), under its Sealift
Readiness Program, has obtained commitments from the commercial shipping lines to
make 117 ships available in 60 days, with at least half of these to be ready for loading
in the first 30 days. One of the key difficulties in this program is the risk that
commercial operators would lose some portion of their business on the regular trade
routes to other U.S. or foreign lines if they took their ships off those routes for any
substantial period of time.

A revitalized National Defense Reserve Fleet (NDRF) would alleviate this risk. With
the mothballed ships of the NDRF available, we would have to rely on the commercial
shipping industry only until the NDRF ships could be broken out of their reserve
status and placed back in service. This arrangement would reduce to a degree the
harmful effect on the competitive position of the commercial operators. Therefore,
as part of the budget this year, a low-cost, joint DoD/MARAD prograno is being
proposed to increase the readiness of 30 NORF ships so that they could be broken out
on short notice to provide an immediate contingency sealift capability for situations
short of mobilization. In addition, we are exploring contracting options for assuring
earlier availability of ships from the Sealift Readiness Program.

It should be noted that the commercial fleet is essentially composed of modular
(container) ships while the dry cargo ships in the NDRF are basically of break bulk
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configuration. Consequently, the replacement of modular ships by ships from the
NDRF requires careful planning and may alter normal logistical support operations to
some extent.

a. Tatkul Airlift

The Air Force tactical airlift forces will remain as described last year with 15 active
C.130 squadrons, 18 Air Force Reserve and 19 Air National Guard tactical airlift
squadrons.

We are continuing with the consolidation of tactical airlift forces under the Air
Force which was begun last year. We have transferred all Air Force tactical airlift
forces from the Tactical Air Command to the Military Airlift Command (MAC) and
are developing detailed plans for MAC to assume worldwide responsibility for the
tactical airlift requirements of all Services by !:Y 1978. The Navy Und Marine Corps
will retain some of thei, more modern Fleet Tactical Support airlift aircraft, and they
will operate these aircraft only iii a baso and command support role. The Navy will
continue to operate four squadrons of Carrier Onboard Delivery (COD) aircraft, and
both the Navy and Marine Corps will continue to operate their present tanker aircraft.

AMUT

We are continuing the Advanced Medium STOL Transport (AMST) prototype
program. The objectives of this program are: to demonstrate new STOL technology,
to obtain cost and operational data associated with STOL performance, and to provide
ai i option to modernize the C-130 tactical airlift force.

Although we are primarily interested ii' the AMST as an intra-theater lift aircraft,
both of the prototype desip.ns have an outsize cargo capability., Consequently, if we
ultimately decde to procid with either of these new STOL designs, rather than with
a modernized version of the C-130, our capability for augmentation of the strategic
airlift force will also be expanded slightly in the critical outsize category.

Because of differing technical approaches to powered lift, the construction and
testing schedules of the two prototype contractors are not in phase. McDonnell
Doughas has completed fabiication and flown both its prototypes. Initial testing is
scheduled to be completed in August 1976. The Boeing prototype is scheduled for its
first flight in August 1976. and testing will be completed in July 1977.

The FY 1977 request int.;udes funds to complete the prototype phase and begin on
R&D transition period during which studies and analyses will be conducted to assist in
the choice of the optimum path for subsequent development. This would permit us to
proceed withcut interrupting the program and without disbanding engineering design
teams. However, no engmieering development recommendation will be made until
competiti'v flight tests have been made and the Defense Department has confirmed
the cost-effectiveness of the AMST models relative to other alternatives for
modernizing the tactical airlift force. The Air Force is currently exploring innovative
ways of decreasing the projected development cost of the AMST.

Curwi Onjoard ODeivwV (COO)

We have been evaluating successor aircraft for the Carrier Onboard Delivery mission
for some time. Bas-- on this evaluation, we have decided that a derivative of the S 3A
ASW aircraft - the US-3 (the basic S-3A less its ASW equipment) provides the best
buy, given; budgetary constraivits and operational requirements.
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The FY 1977 funding request provides for limited further testing and procurement
of the first 12 US-3s. In FY 1978 and FY 1979 we plan to buy 18 more to provide a
total US-3 COD force of 30 aircraft.

d. Helicopter Air Logistic Forces

In addition to strategic and tactical airlift forces, the Defense Department maintains

medium and heavy lift hePsopter forces for air movement of troops, equipment and
supplies within a cc- ..,eater. These forces include the Army's CH-47 and CH.54,
and the Navy/Marinb ,.orps' CH-53 helicopters.

CH-47 Modernization

As stated last year, we pkn to modernize the Army's CH-47 helicopters. The
present CH-47 fleet of A, B ond C models will be upgraded to a standard configuration
which allows us to obtain the maximum benefit from prior investments by extending
the useful life of present air frames. The refurbished CH-47s will be almost the
equivalent of new production aircraft, and will postpone development and procure.
ment of a CH.47 replacement by 15 to 20 years. Currently we plan to
modernize about 360 CH.47s. FY 1977 funds will support continued development and
prototype testing of the desired modifications.

CH-53E

To pti'v:e the Navy and Marine Corps with a shipboard-compatible heavy lift
helicopter, we plan to acquire the CH-53E. The increased lift capability provided by
the CH-53E will permit the Navy and Marine Corps to move essential combat and
support equipment which is beyond the capacity of the CH-53A/Ds whch are now in
inventory.

Engineering development of the CH-53E has begun and should be corripleted in
November 1976; the iitial production decision is scheduled to be made in February
1977. Our FY 1977 request provides f3r the procurement of the first ten CH-53Es in a
total buy of approximately 70 helicopters.
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V. OTHER MISSIONS

A. Intelligence

President Ford acknowledged the importance he places upon the need for quality
intelligence support to the policy-maker by nominating a sec-nd Deputy Secretary of
Defense to supervise the Department's operations This step was taken because the
President is determined to assure that the United States has an intelligence capability.
that is effective and efficient and which he is confident is functioning within the law.

I have assigned the second Deputy Secretary of Defense responsibility for reviewing
and making appropriate recommendations concerning:

-The utility of the Department's intelligence prodLsct to potential users;

-The protection of the Department's intelligence .ources and methods;

-The efficiency of the Department's intelligence activities in terms of the value
returned for dollars expended, with attention vo any unnecessary duplication and to
possible improvement in management arrangements; and

-The adequacy of existing management controls with respect to the Department's
intelligence activities, including responsiveness to senior management and compliance
with the law, Executive Branch regulations and policy guidance. In addition, he will
represent the Department, as appropriate, on various intergovernmental groups and
committees concerned with this subject matter.

1. THE DEFENSE INTELLIGENCE ROLE

In view of Congrossional and public interest in the U.S. intelligence community,
and because the defense intelligence organizations are integral components of that
community, a detailed discussion of the tole played by defense intelligence should be
helpful.

The scope of the defense intelligence role is broad. Not only must it serve multiple
levels of intelligence consumers; it must also satisfy a wide variety of needs for each of
those consumers. In general terms, these consumers cin be grouped into four
categories: national security policy-makers, weapons developers, defense planners, and
the commanders of strategic and tactical combat forces.

The commanders of U.S. strategic and tactical combat forces require accurate and
prompt intelligence specific to their scope of activity. Since their function is to
provide, as necessary, the prompt and efficient application of force, their requirements
emphasize detailed, up-to-the-minute intelligence on actual and potential enemy
activity. With this information, field commanders are able to plan realistically prior to
an actual outbreak of hostilities, and to respond effectively to enemy activities during
actual combat.

The intelligence requirements of U.S. defense planners - encompassing the OJCS
Joint Staff, senior Service officials, Director of Defense Research and Engineering and
the Assistant Secretaries of Defense - are broader in scope. Their needs are generated
by a variety of responsibilities, ranging from the longer-term planning necessary for
research and engineering proposals, to near-and far-term planning for the mutual
defense forces of our allies. They must know the relative capabilities, the pertinent
daily activities, and, insofar as possible, the short- and long-range objectives of both
hostile and allied nations.
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Defense weapons developers require a great deal of precise information about the
technical and operational performance and capabilities of foreign weapons systems.
This is necessary to ensure that the weapons we design and procure wi;I provide
efficient and effective deterrence against potential threats.

The defense intelligence requirements of U.S. national security decision-makers are
especially complex. The need for timely, accurate intelligence is intrinsic in the
day-to-day oversight of U.S. security interests, and it is of critical importance to the
NSC and the President for effective crisis management. Not only must they have
immediate knowledge and details of a specific crisis underway, they must also be made
aware of the earliest warning signs of a potential crisis. This intelligence, therefore,
must be comprehensive and its significance carefully analyzed for presentation to the
decision.makers. We must rapidly gather, transmit, digest and present intelligence
ranging from indications of shifts in foreign political attitudes to overt actions at all
levels by a foreign nation.

National security decision-makers must also focus on such Issues as strategic arms
limitations, peace in the Middle East, and mutual and balanced force reductions in
Europe. Each of these issues generates its own peculiar intelligence requirements. To
protect our national security interests successfully, the decision-maker must have
pertinent intelligence which not only accurately portrays and evaluates data
concerning opposing forces, but is capable of detecting the hidden intentions of a
negotiating partner, and can support activities such as SALT verification requirements.

2. INTELLIGENC 'OLLECTION

To support the varied requirements of these consumers, there are four basic
information collection categories for intelligence: human resources, signals intercept,
imagery, and open sources.

Human intelligence (HUMINT) collection is conducted on several levels, from open
observation by a Defense Attache, to clandestine espionage, done with maximum
security and concealment. Most HUMINT is in the overt category, and provides at very
modest cost a valuable means of tracking foreign military developments and
improvements in foreign technology.

Signals intelligence (SIGINT) collection exploits the technological advances which
have been made in the electronics field. Sophisticated electronic equipments are an
integral part of the strength of modern armed forces and societies. The communica-
tions and electronic emissions of specific nations can be monitored and information
valuable to national policy-makers and essential to our military commanders can be
gathered and assessed. Military commandrs depend on SIGINT to provide them with
time-sensitive warnings and information on the disposition, capabilities and intended
activities of potentially hostile forces. SIGINT also has a direct impact on the U.S.
force development and training process, particularly in the area of electronic warfare.
Here, SIGINT can help our defense planners to develop special training and tactics,
and to design eftective means of overcoming enemy electronic countermeasures.

As a source of information, imagery intelligence is usually highly reliable. Through
imagery - essentially photography - valuable data across the entire intelligence
spectrum can be gathered. For tactical purposes, imagery intelligence can range from
providing order of battle and targeting information, to helping assess bomb damage
during combat. Improvements are currently underway and the utility of imagery in
combat situations will become increasingly significant.
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Obtaining intelligence information from open sources - TV, radio, newspapers and
other publications - is less esoteric than other methods, but it can provide a
significant amount of useful information. Such collection, however, is time consuming
and requires not only a great deal of patience and perseverance but also a high degree
of competence in analyzing and putting together individual pieces of information.

3. PROTECTION OF SOURCES AND METHODS

Much has been said in recent months concerning the secrecy necessary in our
intelligence operations, particularly regarding efforts to protect our intelligence
sources and methods. The importance of protecting these sources cannot be
emphasized too strongly. The loss of important information that would be
experienced if U.S. sources were exposed is, of course, a serious concern to both the
intelligence community and the intelligence consumers. Equally serious, however, and
far less recognized, is the significant impact the loss of this information would have on
the defense budget. By basing defense planning on a reliable assessmet of the threat,
we are able to ensure the sufficiency of our own forces at minimum costs. If we know
where the enemy is putting his emphasis, we can make the most effective use of our
limited defense dollars. The less we know about the other side, the more we must
spend to hdge against uncertainties.

4. THE DEFENSE INTELLIGENCE ORGANIZATION

The defense intelligence organization consists of three separate and distinct
structures - one for determining intelligence requirements, one for the operational
mechanism, and one for program management - which support the entire intelligence
network. This separation of organizational structures has evolved as the result of our
efforts to satisfy the various intelligence needs addressed earlier.

In determining requirements, defense intelligence is structured to respond both to
the national requirements established by the Director of Central Intelligence (DCI),
with the advice of the United States Intelligence Board (USIB) and to the
requirements of defense planners, weapons developers, and military commanders. A
diagram of the operational structure is shown on the following page.

Defense intelligence program management, as well as all other intelligence activities
of the Department. is carried out in close coordination with the national intelligence
community. The Director of Central Intelligence is responsible for the oveall
coordination of this community, and has been provided an Intelligence Community
Staff (ICS) to formulate and integrate the programs that will satisfy our necessarily
diverse national intelligence requirements.

Within the Department of Defense. an Assistant Secretary for Intelligence has been
serving as principal staff adviser for the management and allocation of defense
intelligence and monitoring intelligence-related resources. His office was established to
ensure that the Defense Department's intelligence programs are both efficient in the
use of resources and effective in responding to national and defeitb seeds for
intelligence support. Its responsibilities also extend to review of resources for our
"intelligence-related" activities, which fall under the rubric of tactical intelligence, and
to ensuring the efficient use of these resources as complemented by the intelligence
community's national-level programs.

The national-level intelligence programs of the Department of Defense have been
guided and reviewed by the ASD(I) and are referred to collectively as the Consolidated
Defense Intelligence Prog.am (CDIP). This program, which is the Intelligence portion

165



C, ,

I.- 00qzU
0

C
lu. LL

LJ/jz
-J

w111±:
U.166

CCC 0 U.



of Defense's major Program III (Intelligence and Security), does not include
"intelligence-related" activities which belong in the combat force and other major
programs which they are designed to support. However, the ASD(I) has provided both
management guidance and review in these areas. Chart VA-2 on the following page
depicts the resource allocation structure as it has been organized.

5. THE CDIP

The CDIP includes a number of major program areas which include the
Consolidated Cryptologic Program (CCP) and the General Defense Intelligence
Program (GDIP). The management of signals intelligence resources and activities in
the CCP is carried out by the Director of NSA who acts as the program manager In
this role, he determines the resources required by NSA and the Service Cryptologic
Agencies (SCAs) which collect signals intelligence in the field.

The General Defense Intelligence Program, which is made up of the Defense
Intelligence Agency (DIA), Service intelligence organizations, and some of the
intelligence activities of the Unified and Specified Commands, has been monitored by
the ASD(I). The GDIP is the primary program for the management of requirements
and coordination of collection activities, the analysis of collected intelligence data and
its conversion into meaningful intelligence products and services for Department of
Defense consumers. It is concerned with current intelligence, intelligence estimates,
long-range studies, and the analysis of foreign scientific and technical progress.
Included here are the Defense Attache System and special elements from each of the
three Services that engage in collection of human intelligence.

The Service intelligence organizations, in addition to providing intelligence for
coordinated DIA intelligence product, are responsible for ensuring the collection and
reporting of intelligence that concerns their individual military missions.

While ASD(I) has advised on overall intelligence and intelligence-related manage-
ment and resource allocation, it does not produce intelligence. The Defense
Intelligenee Agency (DIA) is responsible to the JCS and the Secretary for integrating
and producing coordinated Defense intelligence. This distinction between the roles of
these two organizations is important to the understanding of how the business of
defense intelligence is conducted.

6. "INTELLIGENCE-RELATED" ACTIVITIES

There are activities in the strategic forces, general purpose forces, training and
research and development programs which we now designate as "intelligence-related"
activities since they are designed to provide intelligence support to military forces, As
mentioned earlier, we plan to manage these activities in an intelligence framework as
well as in their basic force structure program. The Deputy Secretary responsible for
intelligence will maintain overall cognizance over these activities and review their
development and resource allocation. However, R&D for these activities will remain
under the cognizance of the DDR&E, who will work in close coordination with the
ASD(I) to develop and maintain a balanced effort in this area.

There are seven functional categories and specific activities which are now labeled
"intelligence-related" and others are being considerew for inclusion as well The seven
categories are:

(1) Tactical Warning - Those operational assets, such as the Ballistic Missil! Edrly

Warning System (BMEWS) radars and the Early Warning satellites, intended to provide
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tactical warning (30 minutes or less) of strategic nuclear attack on the U.S. by
bombers and land-based or submarine-launched missiles.

(2) Airborne Reconnaissance - Those military aircraft employed to search, detect,
locate, categorize and/or target hostile or potentially hostile elements. Included here
are the Air Force RF-4C and SR.71, Navy EP-3 and RA-5C, and the Army OV-ID.

(3) Ocean Surveillance - Those activities responsive to operational commanders
and designed to collect and report information on military movements on, over, and
under the ocean, A major example is the Navy's Sound Surveillance Under Sea System
(SOSUS).

(4) Data Relay Satellite - A system currently under development which relays
stragetic command and control communications and other important and perishable
data.

(5) Headquarters/Other - Intelligence and "intelligence-related" facilities and staff
personnel serving and organizationally contained in, the Unified and Specified
Commands and Service Component Commands. Their function is to provide
intelligence support specifically to fulfill the requirements of the Commands to which
they are assigned.

(6) SIGINT Direct Support - SIGINT units subordinate to tactical combat
commanders. These units are designed to support combat forces in wartime, and are
organized and equipped according to the size, composition, missions, and operatic gal
doctrine of the forces they support.

(7) Intelligence Training - Operation of those facilities with a primary mission of
intelligence training and education in support of defense intelligence requirements.
These facilities qualify military and civilian personnel for occupational specialties in
intelligence and enhance the intelligence career fields.

The activities in each of these categories satisfy specific requirements which tie
them more explicitly to combat force readiness and weapons systems than to a
consolidated intelligence function. Their proximity and responsiveness to the force
structure they support, particularly in wartime, are more of a consideration in
determining their location in our program structure than is theii relationship to
peacetime intelligence activities.

7. INTELLIGENCE PROGRAMS

Surprise Attack

Recent developments have added new dimensions to the problem of providing
timely warning of surprise attack. The previous focus had been primarily on warning
of surprise nuclear attack. We had reason to believe that any major attacks on NATO
would be by reinforced Warsaw Pact forces and that both tlhe preparations for
reinforcement and the actual reinforcement would provide indications sufticiently
early to prevent tactical surprise. However, analysis of Warsaw Pact exercises and other
intelligence information acquired since the late 1960's indicates a changing threat to
NATO forces, particularly in the European Central Region.
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A number of trends over the past several years has emphasized a need to consider
seriously the threat of a minimum-warning attack Against NATO. Central to this threat
is a growing Soviet emphasis in doctrine, procurement, and training exercises on the
development of a capability to attack without a prior major reinforcement. Given that
our current systems are focused on indications of reinforcement and increased
readiness, this could result in a significant decrease in the warning of an impending
attack.

In addition, the NATO concept of flexible response and control of escalation
requires even more detailed and timely intelligence support to decision-makers than
would a policy of massive retaliation. If our growing capability to collect information
can be focused and the results processed and correlated in time, it can give the military
or political decision-maker more opportunities to defuse and control a developing
crisis.

A significant part of our effort to respond to this changing threat to NATO and the
increased information flow is the upgrading of the National Military Intelligence
Center (NMIC). Improvements !nclude collocation with the National Military
Command Center, installation of improved communications and automatic data
processing equipment, and acquisition of necessary software to utilize better the
capabilities of near real-time intelligence collection systems. These improvements
should increase the probability of acquiring and recognizing the indications of
potential military actions as well as providing more effective support for crisis
management.

Support to Operational Commanders

Operational commanders require direct intelligence support to carry out their
mission effectively. In the past, both tactical and national intelligence systems have
been deficient in making optimum use of the resources in each other's systems. We are
therefore instituting specific provisions which will afford operational commanders a
greater utilization of our national intelligence systems in emergency and combat
situations and ensure maximum support to national-level decision-makers from tactical
"intelligence-related" systems. One ongoing project to use tactical resources to aid
national decision-makers is the Ocean Surveillance Information System (OSIS).
Currently, this system specifically supports fleet commanders-in-chief and numbered
fleet commanders with processed, all-source ocean surveillance information on a
worldwide basis.

Intelligence Support

Military intelligence in support of defense and national planning traditionally
focused on arwilyzing the balance of military power between ourselves, the Soviet
Union, and the People's Republic of China. Emphasis o,, hese balances will continue.
We are, however, seeking to broaden our capabilities.

We continue to face increasing military threats from abroad. But in forming an
accurate estimate of our rivals, we must also take into consideration the differing
problems of morale, leadership, internal politics, and financial structure that they
confront. Initiatives to improve our analysis of other countries are also undeiway and
new methods of measuring the impact on behavior of such factors as foreign training
and technology transfers are being sought.

As foreign military forces employ more highly developed technology, develop new
doctrines, and change their deployments, we must ensure that all of our staffs and
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planners are work.ng from the same set of information. Machine-aided translation and
processinn of raw data are minimum essential requirements.

Resource Conaiderations

Both fiscal and manpower constraints make it imperative for intelligence progr3m
planners to achieve thu greatest possible economy of operation. We have alreddy
effected significant manpower reductions, and further reductions seem unavoidf.ble.
Cutbacks are being concentrated in management and overhead personnel, while
manpower required for new tasks elsewhere in the intelligence structure is t.eing
obtained through reallocation from these areas. Since 1971, intelligence manpowc:r has
been reduced on the order of 30 percent.

Even with these severe reductions, we are striving to counter further increaes in
manpower costs by increasing our rate of investment in advanced technology.. The
production of intelligence is a complex function requiring the processing, assimilation,
and fusion of myriad pie(-as of information from scores of sources. To assist ini this
process, intelligrnce producers use automated tools whenever possible. The Intel-
ligence Data Handling System (IDHS) is the umbrella under which all expenditur.s for
these vital services are maintained. This increased investment will provide a better
assessment and analysis of intelligence data for decision-makers, and show savings in
manpower and equipment costs as old equipment is phased out and consolidated, and
manpower intensive operations are automated.

Last year the Appropriations Committees held hearings on the national intelligence
budget. I regret the reductions that were made. These reductions occurred at a time
when intelligence is exceedingly important to our national security.

Profewlonallim

We recognize that professional analysis continues to be essential to the effectiveness
of our intelligence operations. To ensure this quality, we are concentrating on
improving the caliber of personnel and reforming evaluation procedures to make sure
the experts are heard clearly and unambiguously by those who rely on the'r
intelligence judgments.

Improved recruiting, training, executive devolopment, and "track record" measure-
ment should strengthen our personnel base. In addition, we have expanded efforts to
vary assignments and to provide sabbaticals in the intelligence community. In addition,
specific measures are being proposed to improve the overall efficiency and productiv-
ity of intelligence personnel. One of these is a request for Congressional legislation
which would permit the "selecting out" of in widuals who fail to meet high standards.
Another proposal under consideration would include the professional intelligence
discipline as an exception to supergrade quota authorization under 5108 (C) (5),
U.S.C.. These measures would enable the community to maintain a staff whose
professional qualifications keep pace with the changing technology employed in
intelligence collection, processing and production.

We believe that evaluation of intelligence will improve as we ensure direct access by
analysts to senior intelligence officials and to pclicy planning staffs, and as we allow
internal intelligence community dissent to rise to the policy-making level. While
intelligence must remain objective, its personnel need not remain isolated.

Enhanced professionalism will also result in increased stature for the intelligence I
community. Efforts are being undertaken to ensure the provision of pertinent
intelligence information to interested members of Congress, and a corresponding effort
is being made to restrain the over-classification of data.
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B. Command, Control and Communications (C3 )

1. THE NEED

Telecommunications provide an effective worldwide military command, control,
and communications (C3) system for the President, as Commander-in-Chief. The
telecommunications system must permit the secure and timely flow of information
and directives to points both inside and outside the Department of Defense. It must
support not only the day-to-day management of our armed forces, but also be capable
of controlling U.S. forces in c-isis situations and conventional or nuclear conflicts.
These capabilities are particularly important now. It should allow for consultations
with NATO and other allies, contact with the leadership of potential adversaries,
positive control of all theater nuclear elements deployed with allied units and, most
important, control of our strategic forces. Even when the system is under stress or
attack, it still must ensure the ability of the National Command Authorities to order
appropriate responses bv U.S. forces.

The complex requirements that we must impose on our C3 system are complicated
further by the possibility of worldwide use of our forces as well as by the global nature
of potential sources of vital intelligence information. To meet these needs, we are
requesting $3.7 billion for the FY 1977 Telecommunications and Command and
Control program. This is an increase over the $3.3 billion approved for FY 1976, and
is necessary if we are to address shortcomings and sustain our initiatives for the future.

2. THE SYSTEMS

A simplified overview of our C3 structure is portrayed in the diagram on the next
page. At the center are the National Command Authorities (NCA) - the President and
the Secretary of Defense. The NCA exercise command and control over deployed
forces through the Joint Chiefs of Staff. The JCS are supported direct, by the
National Military Command System (NMCS), which consists of the Nationa. ,Military
Command Center (NMCC), the Alternate National Military Command Center
(ANMCC) and the National Emergency Airborne Command Post (NEACP). along with
their interconnecting telecommunications and Automated Data Processing (ADP)
support. These facilities provide the personnel and equip.; ent which can receive,
evaluate and display information as well as execute national decisions for direction and
control of the forces. Alerting procedures "vid the redundancy of the facilities, coupled
with the NEACP's airborne capability, provide for an important degree of survivability
if the system should come under attack.

The second diagrammatic ring around the NCA represents the Defense
Communications System (DCS). The DCS is the "in-place" worldwide system which
serves as the foundation for wartime commurications while concurrently satisfying
peacetime communications needs. It provides for common-user communications
requirements and extends high volume command and control capability throughout
the United States, Europe and the Pacific. Included are subsystems for voice
communications by the Automatic Voice Network (AUTOVON), secure voice
communications by the Automatic Secure Voice Network !AUTOSEVOCOM), and
secure message and data transmission by the Automatic Digital Network (AUTODIN).
For the most part, these systems are fixed equipment and facilities and interconnect
the primary and alternate fixed or mobile command posts of key decision-makers.
These systems will begin to employ, in the 1980s, equipment developed urder the
Joint Tactical Communications (TRITAC) program. Overseas, the system is mostly
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government-owned; in the U.S., it is leased from commercial carriers. It serves the
entire defense community with over 1,500 AUTODIN terminals and 17,000 direct
AUTOVON subscribers. The systems which comprise the DCS have a preempt
capability so that, essential command and control messages can be accorded
precedencp over routine traffic.

The last ring in the diagram represents primarily the mobile and transportable
facilities and tactical networks organic to the military field forces. The communica-
tions networks of the operating forces are the means by which our highly mobile
forces are maneuvered by their commanders. We are seeking to ensure the capability to
link our various tactical systems, making them interoperable, through the DCS to the
NMCS to allow the National Command Authorities to communicate with unified
commanders in crisis spots and then to the on-scene commanders represented on the
outer ring. Also included here are the post, camp, station and base fixed, ;nternal
communications systems.

The pie-shaped segments in the diagram consist of the Worldwide Military
Command and Control System (WWMCCS), encompass the systcms of the Unified and
Specified Commands, and include systems for special control of our nuclear forces. This
segment of our communications has survivability charscteristics which are too
expensive for incorporation in all systems but which are necessary for execution of
essential functions in the event of stress, degradation, or deliberate attack. Some of the
survivability characteristics are physical hardening, mobility, edundancy, antijam
protection and electromagnetic pulse protection. That portion of WWMCCS designated
the Minimum Essential Emergency Communications Network (MEECN) encompasses
the maximum survivability and reliability features needed for essential network
performance in a stressed environment. The MEECN is dedicated to providing the
highest possible assurance of command and control of our strategic forces during and
after anV nuclear attack on the United States, which includes an attack on our
communications systems.

3. THE PROBLEMS

Current systems have a number of problems which have arisen because of the
piecemeal acquisition process and the more strenuous demands we are now making on
our C3 systems.

Each of the major communications systems employs a variety of transmission
means which have evolved as a response to operational needs, advancing technology,
and the threat environment. Voice and record communication via radio, cable, and
satellites can be found at all levels of the systems portrayed in the circular diagram. A
continuing effort is being made to provide the most efficient ,nd effective mix of
these means of transmission and to phase down those which are least effective.

It is known that our potential enemies have the capability to exploit any non-secure
communications transmission. Effective employment of forces requires that decision-
makers receive all pertinent information by the best available means and be able to
discuss the choices before them. Hence the requirement for secure voice transmission.

We must solve the equally important prob!em of protecting our transmissions from
enemy countermeasures. Experience with the jamming of Voice of America
transmissions has shown the ability and willingness of potential adversaries to deny us
the use of radio communications. There is every reason to believe that they will
attempt to block our military communications whenever their intcrests dictate.
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4. THE OBJECTIVES

While we have made considerable progress toward solving some of our command
and control problems, much remains to be accompl;shed. Accordingly, we have
developed an overall set of telecommunications and command and control objectives
as a guide to our decisions on management structure and resource allocation.

Budgetary requests are designed to provide capabilities which satisfy the following
requirements:

-A planning and management structure to guide the systematic research,
development and acquisition of command, control, and communications assets. This
includcs a system engineer, Service architectural programs and improved theater level
planning.

-Improvement of the availability of essential intelligence to all users. This includes
improved intelligence communications system performance, a more widely distributed
interface between the intelligence and operations communities, and means to interact
with our allies.

-Additional capabilities to ensure positive control of our nuclear capable forces,
including the custodial units supporting allied forces. This includes more survivable,
electronic countermeasures-resistant satellite communications, improved communica-
tions with submarines, adequate command facilities and better procedures to ensure
continuity of command and the flexible use of our nuclear weapons.

-Improved tactical communications. This includes increased communications

security, automated message processing, interoperability with non-tactical systems.
such as WWMCCS. optimal transparency to key decision.makers, and elimination of
duplication in development and acquisition.

-improved ADP support fhr decision-makers. This includes continued emphasis on
definition of information requirements, improved evalution of ADP performance.
inmproved computer communications ervices, and improvements in the ability of
different systems to exchange data.

-Improved security of military, national, and appropriate allied voice, record and
data communications.

-Adequate communications service via "common user" voice, record and data
systems while reducing overall operation and maintennce costs. This includes the
application of automation, uniformity in manning and equipment standards, reduction
of dedicated networks and systems, and use of telecommunications to reduce other
defense costs such as travel and overseas stationing of personnel.

-A more effective evaluation system which will allow us to test the system to
determine its strengths and weaknesses and make timely adjustments and corrections.

The program efforts that follow reflect our allocation of resources toward
achievement of these objectives.
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5. WORLDWIDE MILITARY COMMAND AND CONTROL SYSTEM (WWMCCS)
PROGRAMS

WWMCCS consists of those systems which assure communication between the
NCA, the JCS, and the Unified and Specified Commanders, and support the NCA in
execution of the Single Integrated Operational Plan (SlOP) and other time-sensitive
operations. These systems allow the NCA to go directly to the forces as well as to the
Unified and Specified Commanders. Other systems which interface with and support
WWMCCS, but which exist primarily for other purposes, such as the Defense
Commoinications System and tactical systems, are addressed more explicitly in the two
following sections.

a. WWMCCS Atchitecture and Engnering

In general, C3 resources have been introduced sporadically in the past as a quick
response to an increased threat or to takq advantage of suddenly available technology.
While existing assets have the flexibility to be used effectively, they still need to be
integrated more fully into an overall plan.

In recognition of this situation, a decision was made to develop an architecture, in
effect a master plan, for the WWMCCS. The Initial architecture is nearing completion,
but a modest con'inuing design effort Is needed to ensure that the architecture remains
related to changing threats, policy and technology.

In addition, funds are being requested to continue staffing an engineering office
which will, on a continuing basis, translate the approved architecture choices into
efficient system designs. This year's request is for initial minimum manning of the
engineering office; a gradual increase Is expected over the next five years as the level of
effort is determined more precisely. The amounts requested for the next year are $4.5
milllop for the continuing architectural effort, a decrease of S.9 million from last year,
and $6.5 million for the WWMCCS Engineering Organization, an increase of $7.4
million over last year.

b. Natk Military Command Sytm INMCS)

The core and priority component of WWMCCS is the NMCS, which consists of the
national level comr.and centers and the communications which link them to
intelligence systems and other subordinate command centers. At the command
centers, infcrmation from varioLs sources is processed and put in a form to facilitate
decision-making by the National Command Authorities (NCA). Key inputs are warning
information on potential or actual adversary action, friendly and enemy force status,
and relevant information pertaining to crisis or contingency situations. The key
decision-makers, the President, the Secretary of Defense, or other properly designated
authority, need not be physically located at any of the command centers as long as
sufficiently capable communications exist between those centers and the decision-
maker to transmit and present the information in an appropriate format.

Included within the NMCS are the communications to the command posts of the
Uoiified and Specified Commanders and their alternate, more survivable cuunterparts
such as hardened bunkers and airborne conmand posts. Those commands having
responsibility for the command and control of offensive nuclear forces (CINCLANT,
CINCEUR, CINCPAC and CINCSAC) utilize airborne command posts in addition to
their ground alternate command centers. These airborne command posts, with the
NEACP, and communications relay aircraft, form the World Wide Airborne Command
Post system.
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In order to maintain flexibility and control of escalation, it is important that the
National Command Authorities have confidence in the continuity of force control
whatever the level of conflict. The three NMCS command centers must provide for this
continuity all the way from normal day-to-day operations to massive strategic nuclear
exchange. To ensure that the NMCS can provide this support, the three command
centers have varying but interrelated capacities and degrees of 4urvivability. Improve-
ments in all three command centers are being made to increase these capabilities.

NFACC

The National Military Command Center, located in the Pentagon, is the hub of
day.to-day and crisis management capability. A program has been underway since
1973 to improve the NMCC and provide for an effective interface with the intelligence
community through the new National Military Intelligence Center (NMIC). Construc-
tion changes are largely complete and an operating capability is expected by March
1976. For further enhancement of the NMCS and to provide for integration of crisis
management capabilities, we are requesting FY 1977 funding of $2.0 million for the
NMCS Information and Display System. The system will include an automated
provision for the distribution of incoming messages, a direct connection with the
NMIC for exchange of operational and intelligence data, an automated access to the
WWMCCS computer data base, and a television display of critical information to key
decision-makers throughout the expanded NMCC.

ANMCC

The Alternate National Military Command Center (ANMCC) is interconnected fully
with the NMCC and provides a remote facility which can be augmented rapidly with
personnel to assume control of operations. Critical data bases of the NMCC are also
located in the ANMCC and communications from the NMCC to the worldwide forces
are routed physically through the ANMCC to permit instantaneous assumption of
control at the ANMCC if needed.

Since 1974 a program has been underway to include the ANMCC message
processing facility as a fully integrated portion of the program to consolidate and
automate message facilities at the Pentagon. The facility will also provide a backup
message processing capability to the central computer complex at the Pentagon for
AUTODIN and other message traffic. The FY 1977 funding request is for $3.1 million
to complete prior-year initiation of the ANIMCC portion of this consolidation/
automation program.

NEACP

The National Emergency Airborne Command Post (NEACP) is unique in that it ib
an important feature of both the NMCS and the MEECN. Presently, it is based and
supported at Andrews AFB, Maryland. The WWMCCS Council recently made a
decision to combine the management of both the SAC Airborne Command Post and
NEACP at a single operating base at Offutt AFB, Nebraska. Under this concept, the
NEACP aircraft would be dispersed to airfields sufficiently close to the Washington
area, such as Andrews AFB, to support the National Command Authorities in crises.
This new dispersal plan will not degrade the survivability of the NCA and it will
increase the efficiency o; operations and maintenance support of the NEACP aircraft.
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A substantial increase in flexibility and capability will be provided wher the three E-4
Advanced Airborne Command Posts (AABNCP), presently supporting the NEACP
mission, are retrofitted to include advanced command and control and communica-
tions capability.

c. AABNCP (E-4)

In order to maintain continuity of command and control over the nuclear capable
forces at high levels of nuclear exchange, a substantial improvement in the capability
of the Airborne Command Post (ABNCP) for both the NEACP and SAC alternate
command post is needed.

The development of an Advanced Airborne Command Post (AABNCP) has been
undertaken to remedy the limitations of space, erdurance and communicions
capability as well as vulnerability to nuclear effects associated with the EC.135
aircraft. The principal improvements embodied in the AABNCP program are
substantially increased communications capability, enhanced hardness against electro-
magnetic pulse, increased endurance, and a larger battle staff area. An advanced
airborne satell'te communications terminal, operating through the satellites of the
Defense Comn.jnications System, will allow antijam secure voice and data communi-
cations to major commands. Such terminals will exist near key sites around the world.
Another improvement is a higher power Very Low Frequency (VLF) transmitter. The
LF/VLF transmitter will provide substantially enhanced connectivity to the nuclear
capable forces with greater res'otance to jamming and nuclear-induced propagation
effects. Only the larger E.4 (Boeing 747 type) aircraft can accommodate these
enhanced commut,'-. ations capabilities.

The initial phase: of the AABNCP progam was the equipping of the first three E-4
aircraft with the C equipment from existing EC-135 aircraft. This phasi has been
completed withi' p;anned budget allocation and three aircraft are operationally
supporting the N3AC;' mission.

The present phase involioes the development and extensive testing of the ,dvanced
C3 capability t; vz'idate the design and confirin operational procedures. A decision
will then be mrdq, on the procuterient of additional C3 packages and aircraft. This
includes the rc~rofit of the first ,hree aircraft with the advanced C3 equipment.

This curr,.t advanctd C3 dfe elopment phase has experienced cost growth and has
been the stibject of extensiv :'iiew. The WWMCCS Council, during this review,
decided o' te commoi bass,'j ,ind single ,na,:'gament of the SAC and NEACP
airborne rummand posts beca,.re -f the attendant offi.iencies. It was also decided that
the two si~sons ,,ould be suppo. t.,d from one ba: .. only six AABNCP's rather than
seven as oriinally planned. I h AABNCP program t's has beon restructured to a six
aircral prugrn.

1 46 mI!ion raquested ','r FY 1977 for AABNCI would provide $75 million to
cor 1,aae the develop'nent aw itegration of the advan d C3 capability into a test-
bed aihraft. $?0 mill;.,n tc s.,ort construction of ha':lar facilities for the E-4, at
Olfo, AFB. Nebraska, with a, attendant reduction of proposed similar facilities at
Aimt,,w AF8 This incluades . million to support planr..ng efforts for the future
enhinceimr. of the AASN(,:. The Block I program, which is now estimated to cost a
tt j! of $81, million. ,vould ,Y-,vide a full operational capability of six AABNCP by
carl, CY 1983.
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d. Minimum Esential Emergency Communications Network (MEECN)

Telecommunications system hardening, as well as the ability to operate in jamming
environments, is too costly to be provided for most general purpose and dedicatM
systems. However, a major ingredient in the deterrence of nuclear conflict is t,
retention of a hard core capability to direct our nuclear capable forces during and after
a massive nuclear attack. The coller*ion of systems within the WWMCCS which can
provid, this capability is known as tie Minimum Essential Emergency Communica-
tions Network (MEECN).

To achieve an improvement in MEECN, major new programs for survivability,
security, interoperability, antijam capabilities, quality, accuracy, and speed of
transmission for communications to the forces are underway. In particular, investment
in five areas is recommended: an AABNCP, an improved Very Low Frequency (VLF)
system operating from aircraft (AABNCP ad TACAMO), the evolution of a
survivable satellite system, an Extremely Low Frequency (ELF) system, and a message
processing system.

Satellite Communications

Satellites play an important role in improving the survivability of the command and
control of the nuclear capable forces. The Air Force Satellite Communication System
(AFSATCOM) will use an initial space segment of several special communications
transponders carried on "host" satellites (including the Navy FLTSATCOM satellites)
placed in orbit for other missions, plus airborne and ground terminals. Increased
capability will be provided in an evolutionary manner in a series of phases, the next
being a new cal.ability known as AFSATCOM II, which will have substantially
increased electronic and physical survivability.

The transponder is presently operating on board a host satellite. Preproduction
models of aircraft terminals have demonstrated their capability to provide two-way
communications over the transponder with aircraft )perating in the polar region.

To support the continued development and pr )curement of this system, we are
requesting R&D funds of $15.0 million for FY 197i.

VLF and ELF Communications with Ballistic Missiles Submarines ISSBN)

The current MEECN subsystem for communications to our ballistic missile
submarines is the Submarine Broadcast System, consisting of severa! Very Low
Frequency (VLF) and Low Frequency (LF) transmitters at stations and on aircraft
located throughout the world. This system provides a peacetime communications
capability that is not as survivable as the SSBN force itself. The TACAMO airborne
radio relay system, consisting of EC-130 aircraft with VLF transmitters and a trailing
wire antenna, is the survivable element of the Submarine Broadcast System. For
continuing improvement of the rACAMO program, we are requesting $10.4 million
for FY 1977.

The disadvantages of LF and VLF communications stem from their vulnerability
and the requirement for a submarine to p1a(.e an antenna at or near the surface to
receive a message, thus increasing its vulnerability to attack. Because of these
vulnerabilities, we are interested in Extremely Low Frequency (ELF) communications.
Signals at the lower ELF frequencies can penetrate the seawater to a depth of several
hundred feet. This will provide comnunications to both ballistic and attack
submarines operating at speed and depth.
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Project Sanguine, the name associated with an ELF transmitter design con, isting of
a grid structure of shallow buried caoles and hardened transmitter capsules, has been
discussed in previous years. The program has now been restructured, is now known as
Seafarer, and will provide an early ELF transmitting system. Not all sites are equally
satisfactory for such a system, since to be efficient it requires underlying rock of low
conductivity such as that found in areas of the north central states. A review of
potential sites on military bases resulted in the choice of White Sands Missile Range,
New Mexico, and Nellis AFB, Nevada, for further review because of their higher rock
conduc, :ity. An environmental impact statement is being prepared for a potential site
in Michigan upon the invitation of the state government. The final site recommenda-
tion will be presented to Congress for concurrence. Limited R&D on a more survivable
ELF transmitting capability will be continued. The FY 1977 funding request of $30
million for this project will permit the continued development of Seafarer and
investigation into techniques for its protection. The survivable ELF technology
program will consider methods of providing a hardened ELF transmitter.

e. WWMCCS Information Systems

The procurement of the WWMCCS Standard ADP systems in the early 1970s was
the culmination of a long-range planning effort to enable our diffe-ent commtnd
cen'ters to transmit and process data in compatible ways and thus ensure that
commanders at different locations would have a synchronized view of the force
situation. Currently, all of the 35 computing systems have been installed and ra
operating successfully at 26 locations. We have been able to complete successfully the
conversion of all but one site's software information systems and we are concentrating
now on improving the functional information systems. In addition, we are conducting
intensive research into computer security improvements and are testing the use of new
computer network technologies for command and control in a Prototype WWMCCS
Intercomputer Network (PWIN) program. To continue the support of this program
and its improvements, we have included $115.8 million in the FY 1977 buidget
request.

I. CINC and Theater C3 Programs

Most requirements for operational C3 capabilities or improvements are developed
by a Commander-in-Chief of a Unified or Spetified Command and are reviewed by the
JCS and OSO on an individual basis. Other CINC requirements are being satisfiod
withi programs not specifically identified as pertainii.3 to a CINC but which are
contained within the full WWMCCS framework.

The European Command (EUCOM)

Command and control of our forces in Europe pose certain unique problems. While
a certain minimum unilateral U.S. C3 capability for such purposes as the control of
forces not commited to NATO in wartime and the control of nuclear weapons in both
peacetime and wartime is essential, we want to utilize, to the maximum extent
feasible, the existing and planned NATO C3 capabilities in Europe.

We have offered to share with NATO the use of our Automatic Digital Network
(AUTODIN) and European WWMCCS ADP system with its supporting sottware and
training base. In addition, we have offered to support the Supreme Headquarters
Allied Comm3nd, Europe (SHAPE) acquisition of WWMCCS-type ADP equipment.
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and to provide tuchnical and management support to SHAPE in the operation of this
equipment. NATO, the UK and the U.S. have executed agreements for interoperation
of their defense satellite communications systems. Continigency exchange of SATCOM
facilities is also taking place. The interconnection of the U.S. Defense Communication
System and the similar NATO Af,'E HIGH System has been completed at nine of
twelve locations.

NATO is planning a communications system providing microwave transmission
facilities to replace existing networks serving sPtv'ral Allied Headquarters in Central
Europe. Tentative agreement has been reached for nine sites of this system to be
collocated with existing U.S. facilities and for interconocts between five sites not
collocated. We are also working toward an agreement ,o add capacity to three
segments of this network to handle U.S. communications. Thee initiatives, coupled
with successful bilateral discussions with the United Kingdom and Italy to arrange
mutual support between national systems, will provide a more survivabN, communica-
tions capability through redundancy and may provide the opportunity to phase out
duplicative U.S. systems. Coincident with these joint efforts, the U.S. is upgradi;., the
Defense Communications System in Europe.

Army initiatives already underway to improve the command and control of theater
nuclear forces in Europe involve the development and fielding of several ultra-high-
frequency single channel satellite ground terminals, initially employing the Gapfiller
UHF space segment, and ultimately the AFSATCOM space segment. In addition, an
information system providing secure imagery transmission, automated record message
handling, secure voice and teletype conferencing will be procured as a prototype
syste-l for test and demonstration at five headquarters. About $16.0 million wili be
necessary to procure this prototype system.

The Str et Air Command iSAi )

The SAC Automated Total Information Network (SATIN IV) will replace the SAC
Automated Command Control System (SACCS) which was installed in the 900's
using 1950's technology. The SACCS equipment in large part is no longer
economically repai-blo. In the last three years 32 parts have had to be reengineered
and component failure rates are increasing.

The SATIN IV will provide a filly secure, automated network connecting all SAC
bases. Survivability will be enhanced by use of redundant transmission means to
include the AUTOVON network with its multiple paths and its ability tor rapid
reconfiguration, the Airborne Command Post, and AFSATCOM. SATIN IV's improved
capacity, reduced error rates, and its standardization with WWMCCS interfaces are
expected to meet SAC requirements for the foreseeable future.

The four million dollars in RDT&E funds in the FY 1970 and FY 197T budgets
stipported the initiation of system design and basic development for SATIN IV. An
additional $11.7 million in R&D funds is being requested for FY 1977 to continue this
effort and will largely support initial equipment procurement for development of the
necessary system software and the software development effort itself. Total system
cost is estimated at about $208 million.

6. DEFENSE COMMUNICATION SYSTEM (DCI) PROGRAMS

The Defense Communications System (DCS) provides the U.S. military forces
throughout the world with long haul, common-user voice, data and teletype services
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through networks of U.S. G3overnmentowned and commercially-leased facilities. It
supports WWMCCS ar major intelligence, surveillance, and weapons systems and it
also se.pports administrative and logisticzl functions as well as providing interconnec-
tion between the NMCS and both tactical and base (non-tactical) communications
systems. It is managed by the Defense Communications Agency and operated and
maintained by the military services.

a. Tranmiunon Improvennts

Present telecommunications transmission facilities of the Defense Communications
System, particularly in Europe, in large part consist of equipment which is obsolete
and difficult to maintain. Many of these items were installed in the 1950s and the
early 1960s and now need to be replaced. There is also a need to secure the major
radio links of the system, to improve overall o;)erational quality, to facilitate the
handling of data, and to provide adequate interconnection to the Defense Satellite
Communications System terminals. These needs dictate the conversion of the system
to a digital mode of operation.

The Department's approach is first to upgrade the European DCS to a digital
system. The first phase of this effort is called Digital European Backbone (DEB),
which is to be implemented in four stages. Completion is expected by 1980. Phase I
has been initiatd and is proceeding toward contract. The FY 1977 program requests
funding in the amount of $9.5 million for the start of Phase II and II.

b. Depoament of Defenw TeoeeommunioatioAG Automation Pr Miano

We have recognized the need to decrease the "wtrter-to.reader" time lapse within
the Defense Department and have made significant progress toward this end through
the telecommunications automation programs of the Services. Nonetheless, the
majority of message handling and processing still is accomplished on a manual basis
which is time consuming, error prone, and manpower intensive.

All Services have developed plans fc, a five-year period in which automated syetems
will be installed at military installations where improved capability is required. As a
result, we expect that personnel reductions will be achieved and operating costs will be
reduced. The funds required in FY 1977 for implementation of these mid-range
Service plans and to support the achievement of our long-term program objectives are
$65.8 million.

C. Defen1e Smteliti CommUniGtloM System (DCS) ImlVrVmnts

The continuing DSCS program is presently growing toward maturity and now
provides long-haul communication paths ,ith satellites for the OCS and othe( users.
The present space segment consists of two high-pQot\ered, synchronous satellites: one
in orbit over the Western Pacific, the other in orbit over the Atlantic region. 'he DSCS
space segment required to satisfy the needs of the WWMCCS is an operational
four-satellite system, with two inactive stellites on orbit as spaes. We hope to achieve
this capability when the satellites, presently in production with FY 1974 and FY 1975
funds, are delivered for launching in 1977 and 1978.

On the assumption that all launches would deliver the satellites to synchronous
orbit and, once in orbit, the satellites would last for their design life, this program has
been austerely funded. However, on May 20, 1975, the third stage of a Titan IIIC
launch vehicle failed to ignite and two DSCS Phase II satellites were lost. Then, on
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September 13, 1975 the Atlantic satellite, which was launched during December 1973,
failed on orbit. Although we have recovered this satellite and placed it back in
operation, it experiences occasional outages, indicating possible total failure of the
satellite at any time.

As a result of the recent Titan launch fail-ire and scheduled replacement of existing
satellites, our FY 1977 funding request includes $200.1 million for six DSCS Phase II
satellites and 'our additional Titan IIIC launch vehicles. In addition, funds are
requested for anti-jam equipment which will provide the capability of maintaining
communications in a harassed electronics environment.

In addition to supporting the long-haul communication paths for the DCS, the
narrow-beam, high-power antenna characteristics of the DSCS Phase II satellites are
suitable for support of small earth terminals, such as those being developed and
procured in the Army Ground Mobile Forces Tactical Satellite Communications
Program (GMF TACSATCOM). Wartime requirements of the GMF as presently
identified could not be entirely supported by DSCS Phase II satellites but GMF
peacetime requirements could be satisfied on DSCS II.

d. Swecure Vol@*

In order to provide the necessary secure voice capability for all systems, assure an
interface with DCS and TRI-TAC, and avoid the pitfall of designing specific
subsystems for narrowly defined purposes, an ,verall secure voice architecture is being
developed. Other programs are b ng realigned in accordnce with this architecture.

a. AUTODIN II

During the past few years a significant increase in the number of ADP systems has
been noted. Such ADP systems require a type of communications support which is not
available in the current AUTODIN, specifically on interactive capability. This
interactive capability allows a man to work with a computer through a communica-
tions line, or a computer to work with another computer through a communications
line.

The AUTODIN II Phase I system will meet the CONUS requirements for computer-
interactive and bulk transfer of data. The AUTODIN I system is expected to stay
relatively stable through the implementation of AUTODIN II. In the post-1982 time
frame it is envisioned that the present AUTODIN system will be incrementally
replaced and eventually deactivated, with the function being integrated into
AUTODIN II.,

7. TACTICAL COMMUNICATIONS PROGRAMS

This year we are continuing with efforts which address four major problems in
tactical communications; interoperability, security, availability, and reliability. To
reduce the costs of tactical communications systems we have initiated several joint
development and testing programs which will avoid duplication, assure interoperability
and attain maximum application of new technology. For example, the Air Force and
Navy were developing an information distribution system with which they were trying
to satisfy related operational requirements by independent yet similar solutions. We
have now combined these independent efforts into a single program called the Joint
Tactical Information Distribution System (JTIDS). Other joint programs use a single
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manager concept, either a Joint Program Office or a single Service acting as an
executive agent. Within joint programs, one Service is designated as the lead Service to
develop, produce and test individual systems or equipment for use by other services.

a. Joint Tactical Communication (TRI-TAc)

The first of these efforts is the Joint Tactical Communications, or TRI-TAC,
program. It represents the Department's choice of a sinple centralized management
approach to meet the future tactical communications needs of the Services. The
program will provide the next generation of tactical communications equipment, while
achieving interoperability, using the most effective technology, and eliminatine
duplicative RDT&E in the process. The Director of TRI-TAC is the architect, the
systems engineer and the manager of the program. The TRI-TAC System Architecture
establishes the objectives and the design for a digital, secure and automatically-
switched system to meet the future needs of the tactical forces, and it prcovides for the
evolutionary transition to this system from the current inventories, which are
composed primarily of analog and manually-switched systems.

The planning for the first phase of the TRI-TAC program Is complete and the initial
transitional equipment development programs are well under way. Each equipment
program is executed and funded by one of the four military services or the NSA.
Overall systems design, system integration, configuration management and program
coordination are provided by the Director, TRI-TAC.

As a result of the joint efforts of the four military services, DCA, and NSA, under
TRI-TAC, we are achieving a considerable degree of commonality-not only among
future Service tactical communications equipments, but also with the future Defense
Communications System. This system, though it may be multi-Service, will use
common equipment and will be supported by personnel with the same training, using
the same manuals, and the same repair parts, irrespective of Service. Such an
a,:hievement would not only result in significint savings in life-cycle costs, but would
represent a major improvement in the flexibility afforded a theater commander,
allowing him to gain an operational advantage by reconfiguring and deploying his
communications assets without the constraints under whira, he operates today.

The RDT&E funding requested to cover expenses of the TRl-TAC program for the
equipment developments amounts to $117.3 million, distributed among the military
services and the NSA, based upon their tatked equipment acquisitions.

b. Tattcal Satellite Commnkataro

Historically, the N&'vy has relied on High Frequency (HF) radio for its long-range.
non-line-of.sight fleet comn;:4uns. Piu,-ever, the reliability and availability of this
medium has always been limited becausw of the varying characteristics of the
ionosphere which determine the capability for over-the-horizon HF communications.
Moreover, the increasing use of computers in C3. with their need for high-capacity.
high-quality transmission facilities, has created a requirement for an improved
communications capability to augment and partially replace te HF systems.

In the late 190's tee Navy, recognizing the weaknesse4 inherent in HF radio, began
to plan for a satellite communications system which would provide the low error rates,
24-hour all-weather availability, and high capacity needed to support modern C3

requirements. As a result, the Fleet Satellite Communications System, or
FLTSATCOM, jas approved in 1971. The program approval included provisions for
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accommodating the priority Air Force communications requirements. The Navy is the
executive agent for the system development and operation, with the Air Force
assigned the responsibility for the spacecraft development.

The FLTSATCOM sa1ellite will provide multi-channel Ultra-High Frequency (UHF)
communications in support of Navy fleet communications, Air Force bombers and
launch control centers, all Airborne Command Posts, and some Army nuclear-capable
force elements. Launch of the satellites, originally scheduled for 1975, will commenc,
in 1978 because of delays in spacecraft development. Although some terminals still are
being developed, a significant number of FLTSATCOM terminals are ready for
operation now. To make use of this capability and provide improved communications
capability at the earliest possible date, the Navy has arranged to lease a portion of the
COMSAT General Corporation's MAR ISAT satellite for at least a period of two years.
These satellites (called Gapfiller) were originally scheduled for launch in 1974, but
they too have undergone an eighteen month delay for parallel technical reasons. They
will be launched in early 1976 and will provide limited satellite capability until the
FLTSATCOM satellites are launched in FY 1979.

On 30 January 1974, the Army's Ground Mobile Forces (GMF) Satellite
Communications Program Memorandum (PM) was approved. The PM established the
Army's TACSATCOM Baseline Program consisting of Super High Frequency (SHF)
terminals, Ultra-High Frequency (UHF) terminals, and satellite, communications
control terminals. The UHF single channel terminals are primarily used to satisfy the
need for improved werldwide nuclear weapons control communications. The SHF
multi-channel terminals will provide increased reliahility for command and control
communications from theater Army down to the brigade level.

System development costs in FY 1976 and 197T were $33 million. Development,
mainly for satellite systems, will be continued in FY 1977 and S11 million in RDT&E
is being requested.

C. Support to Other Nations

The primary goal of U.S. foreign policy is to foster a peaceful and politically stable
international system within which to protect and pursue U.S. national interests.
Support to other nations can help us move toward that goal. First, by increasing the
conventional capability of recipient nations, it can enhance their ability to defend
themselves and coi respondingly redure the probability that the U.S. might need to
engage directly in their defense. Second, to the extent that friendly nations are more
secure by virtue of their own military capability combined with their security
relationship with the United States, the incentives and pressures for them to seek a
nuclear capability can be reduced.

In recent years, U.S. security assistance support to allied and friendly nations has
become an important instrument (as well as one of the more controversial parts) of
U.S. foreign ,)olicy and an essential element of the defense program and U.S. global
security planning. This sharpened emphasis has resulted both from the rise in our
foreign military sales in the past year and a half and from ircreased Congressional
questioning of U.S. security assistance programs. It seems appropriate, therefore, to
discuss U.S. security assistance objectives and recommended policies in some detail.

Support to other nations covers the Security Assistance Program-including grant
military assistance, grant foreign military training, foreign military sales and Security
Supporting Assistance-NATO Infrastructure, and International Military Headquarters.
In addition, the MAAGs, Military Groups and Military Missions which provide
assistance to and military liaison with defense ministries of foreign governments are
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included in this program. As shown in the following table, the request is for $2.6
billion for stpport to other nations in FY 1977.

SUPPORT TO OTHER NATIONS FY 1977
($ = M)

MAP
Grant Material $ 246.4
Foreign Military Training 30.9

FMS Credit 2,059.6

MAAGs, Missions, MilGroup; 59.3

NATO Infrastructure 80.0

International Military Headquarters 116.9

1. SECURITY ASSISTANCE PROGRAM

The United States has provided security assistance to friendly nations since World
War II. Of late, however, the many changes in the international environment have
caused a reassessment and reconsideration of the proper character and potential utility
of security assistance in the years ahead.

a. Security Anigitance Defined

The Military Assistance Program (MAP) is the smallest element of the overall
Security Assistance program, accounting for 8.8 percent in the FY 1976 request.
Under the Foreign Assistance Act of 1961, as amended, MAP provides defense articles,
defense services and training to eligible recipients. The U.S. receives no reimbursement
from the recipients of this grant aid and MAP requires annual legislative authorizations
and appropriations.

Foreign Military Sales (FMS), through which foreign governments purchase oefense
articles and services, constitute by far the largdst element of security assistance with
purchase agreements currently in the range of $10 billion annually. Most sales afe for
cash, but some are made under credits provided or guaranteed by the U.S. Goverr ment
under the Foreign Military Sales Act. Credits are constraiined by annual legi.iative
authorizations and appropriations. Sales having a value of $25 million or more must be
reported to the Congress, which then has 20 calendar days to state their objection by a
concurrent resolution.

Security assistance has been used primarily to increase the capabilities of U.S. allies
to resist Soviet and Soviet-backed expansionism. MAP initially focused on helping
Western Europe, Greece, and Turkey to rebuild their defense establishments and on
supporting U.S. commitments in Asia.

Most security assistance began as grant aid in circumstances where the United States
possessed a virtual monopoly on the supply of modern arms-excluding communist
sources-and where our allies could not equip their forces adequately on any basis
other than through grants. As these allies recovered economically, most of them
eventually became capable of purchasing their military equipment and services first
through credits and then for cash. Although some security assistance was extended to
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'non-aligned" countries, such as Egypt and Indonesia, the primary emphasis was on
constructing collective security arrangements in the bipolar contest between East and
West.

As the international system has become more diffuse and interdependent over the
years, and the atmosphere of detente has developed, U.S. objectives and strategies have
by necessity become more complex. U.S. security assibtance ,orograms have come to
serve a wide array of purposes. The size and composition c f the secutity assistance
program has changed drastically, and the number of gran: recipients has continually
shrunk. Twelve countries are projected to receive MAP materiel in FY 1977, a drop
from 43 countries in FY 1965. Meanwhile, in terms of dollar valu of sales agrenments,
sales have grown by some 300 percent between FY 1964 and FY 1973, and more than
doubled between FY 1073 and FY 1974, .,,ith purchase agreements for U.S. defense
articles and services rising to nearly $11 billion.

It i4 important to note that the vast majority of these transactions are for cash. The
sharp rise in FMS in the past year &nd a half has occurred largely in the Middle
Eat-lran, Israel. and Saudi Arabia accounted for almost $7.2 billion of the $10.8
billion total in FY 1974, and for $4.8 billion of the $1.5 billion total in FY 1975.
During FY 1975, the choice of the U.S. F-16 aircraft by a four-nation NATO
consortium was responsible for over $2 billion of the $9.5 billion total.

This is a radically different situation than we faced in earlier years. Defense
transfers have become an even more important part of U.S. activity overseas, both
commercial and diplomatic, and an important new group of werlthy customers has
appeared in the form of the oil producers. Most of these customers are reedy to pay
cash; they ask no gifts of the U.S.. The influence of the U.S. in this type of
relhtionship is smaller, and of a more technical nature, thin when MAP was the
primary vehicle of U.S. defense transfers. The change is perhaps most evident in our
role as supplier of training and support services purchased as part of foreign military
sales. Over the period FY 1950-1975, 40.5 percent of the total of FMS, MAP and
Service.funded programs was ior weapons and ammunition, while 58.5 percent was for
supporting services, supporting equipment and spare parts. This larger portion of the
Program can also benefit non-military sectors of the recipient's society in that it
provides basic skills that eventually enter the civil sector and contribute to the
development of a national infrastructure.

The pace of such sales is unlikely to lessen significantly in the near future. The U.S.
will continue to face a world in which Soviet activities in the world continue apace;
raw materials, ewpecially fuels, become increasingly expensive; the economies of both
the industrialized and the developing nations have difficulties absorbing and adjusting
to thei" increased energy import costs; and the multipolarity in the international arens
causes nationalist goals and interests to assume greater priority in the foreign policies
of even some of our closest allies. Clearly, this prospect will be in sharp contrast to the
relative solidarity that existed in the non-communist world during the Cold War years.

A world in which opportunities for Soviet adventurism have increased and in which
polar solidarity has declined has the potential for increased instabilities. Consequently.
the demand for security assistance (primarily government.to-government cash sale and
credit financing) i6 likely to grow somewhat as nations seek to ensure their own
self-defense capability. Since these nations are sovereign and, understandably, are
determined to establish their own defense oequirements, they do not wish to be told
how to allocate resources between socio-economic development and military equip-
ment. Furthermore, there are alternate sources of military equipment available to
them in both the communist countries and in certain Western countries should we
attempt to control or influence their decision . Thus, the U.S. is decreasingly able
unilaterally to influence the arms acquisition policies of other nations. U.S. embargoes
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are likely to be considerably less effective than in the past, injuring U.S. political and
military relations with prospective buyers without preventing their acquisition of
military equipment.

b. Alternate Suppliers

The Soviet Union is endeavoring to extend its influence in certain regions at the
expense of the West and/or the People's Republic of China. The Soviets also want to
assure continued access to Middle East oil for their East European allies, and their
interest in access to support facilities (as in Somalia) remains unabated.

According to recent Stockholm International Peace Research Institute calculations,
the USSR was the largest supplier of major weapons to the Third World during 1974,
outstripping the U.S. by 50 percent. This also applies to the period 1950-1974 (taken
as a whole) but the margin then was 12 percent.

Among foreign suppliers other than the Soviet Union and the East European
nations, France, the United Kingdom, the Federal Republic of Germany, and Italy
dominated arms transfers to non-communist countries. Together, their sales amounted
to some $4.5 billion in 1974, with France accounting for about 55 percent of the
total.

The Fronch arms industry, surpassed in size only by those of the Soviet Union and
United States, in 1974 lifted its embargo on sales to all belligerents in the 1973
Arab-Israeli conflict. Included were major sales of tanks, armored personnel carriers
and air defense equipment to Saudi Arabia, missile boats and communications
equipment to Iran, and helicopters, antitank missileb, and other ground equipment to
Iraq.

c. Relationship to Nati3nal Security Obetives

The United States concluded long ago that our security and well.being made it
necessary to prevent Western Europe from falling under the domination of the Soviet
Union. Accordingly, the primary U.S. security objective with regard to Europe is to
maintain a military posture in NATO that is sufficiently powerful to deter the Warsaw
Pact from attacking, or if deterrence should fail, to withstand a major Pact attack. To
this end. U.S. Security Assistance Programs in Europe focus on strengthening
collective security, stabilizing the regional military balance and gaining access to
important overseas bases. FMS transfers are important instruments for accomplishing
these objectives.

The FMS program also supports NATO standardization efforts. In addition to
common equipment procurement, standardization involves common training and
procedures, therefore limiting costly duplication and reducing stockage requirements.
Thus, standardization means, for both us and our NATO allies, financial savings and
increased operational efficiencies. In the future, U.S. defense transfers to Western
Europe are increasingly likely to take the form of co-production arrangements rather
than direct sales. An excellent example of co-production is the recent F-16 consortium
arrangement. This approach is due to the Western European allies' desire to participate
increasingly in the economic benefits of such transfers.

In Northeast Asia, U.S. security objectives are more complex. This stems in part
from the convergence of the interests there of four major powers: the U.S., USSR, the
PRC, and Japan. The U.S. presence and its security assistance program in che Republic
of Korea not only help deter a North Korean attack, but also contribute to a larger
strategy involving Japan, whose security is linked to stability on the Korean peninsula.

188



In this regard, U.S. programs "arve to stabilize conoitions in Northeast Asia. As in the
case of Western Europe, hostile domination of this key region would represent a major
shift in power relationships-and would have adverse repercussions in Europe as well.

Security assistance programs in Northeast Asia help to modernite the South Korean
forces through increasing levels of FMS to the Republic of Korea. These sales and
grants are instrumental in stabilizing the regional military balance and in increasing
South Korea's capability to defend itself against attack.

Although U.S. national security policy is focused primarily on Europe and
Northeast Asia, we also seek stability in other key regions as well. The United States is
extending security assistance to selected nations in such areas so that they may defend
themselves, contribute to key intra-regional military balances, and decrease the
opportunities for the USSR or any other power to acquire a dominant influence in the
area. This is particulily true in the Middle East.

It must also be kept in mind that U.S. security assistance policies have more than a
military ionpact. The interdependent iature of the international environment
intensifies the political and economic repercussions of our decisions about security
assistance. For example, a unilateral refusal by the United States to sell arms to Persian
Gulf nations could have destabilizing effects. Arms transfer policies to the Middle East
can have as much, or more, potential for affecting political progress as they do military
stability.

Recognizing the dangers of growing arms accumulations around the world, the
United States has attempted unilateral restraint and promoted multilateral arms
limitation agreements. Unilateral weapons embargoes have proved ineffective in
controlling arms races. When the United States has tried this approach, as it did in
limiting sales of certain equipment to Latin America, the affected countries have
simply switched to alternate sellers. Because they understandably regarded the U.S.
action as an infringement on their national sovereignty, U.S. relations and influence
with them have suffered. So far, multilateral agreements to lins't soies have proved
elusive.

d. Colath Inpcts

We plan the security assistance program in conjunction with U.S. procurement so
that both U.S. and foreign requirements can be met simultaneously in an orderly and
economical manner. In most cases, foreign requirements are met from production
specifically programmed for that purpose, taking fully into account such factors as
plant capacity and economical production rates. Actual delivery of defense articles and
services normally takes place several years after the materiel has been approved for
transfer and ordered.

Foreign requirements are not ordinarily met by diverting equipment from the
inventories of U.S. forces or from assets being procured for our forces. In certain crisis
situations, however, some equipment may have to be diverted from U.S. forces when
such action is determined to be in our overall national interest. For example, in
October 1973 selected items of equipment from U.S. reserve force inventories and
from prepositioned U.S. stocks in Europe were provided to Israel under the
Emergency Security Assistance Act of 1973. Such diversions reduced U.S. force
readiness, but they were directed after a determination that such action was in the best
interests of the United States. They should be fully replaced bv 1981.

The security assistance program should be judged by its ability to satisfy national
security and foreign policy objectives. However, some important economic benefits oo
accrue to the United States from the security assistance pr.,%ram. For example, a
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significant number of jobs will be created in the U.S. because four NATO members
selected tl-e F-16 as a replacement aircraft for the F-104.

Export deliveries amounted to about 26 percent of total U.S. production of
defense-related hardware in FY 1974. Production for export assists the U.S. by helping
to m-intair a warm mobilization base, by avoiding idle or under-utilized industrial
capacity, and by providing resert, capacity for emergency use. Export demand also
results in more readily available skilled and experienced labor. Export demand may
yield lower unit cost, and in some cases makes the production of equipment
economical when it would not be justified by U.S. requirements alone. Foreign
purchases are charged a pro-rata share of R&D costs, thus reducing this cost to the
U.S.-

The total value of U.S. defense orders placed by. or for, foreign governments during
FY 1974 totaled $10.6 billion (FMS, MAP, MASF orders and commercial deliveries
combined). About 80 percent of that money will be spent in the United States. We are
also achieving efficiency of effort and reduced costs through common research and
development efforts, co-production agreements and offset arrangements. Not only can
other nations enjoy the benefit of economies of scale; we can satisfy U.S. security
objectives with greater efficiency as well.

An additional economic benefit is that military transfers other than grant aid have a
positive effect on the overall U.S. balance of payments and help to offset the foreign
exchange cost of U.S. defense expenditures abroad.

e. Military Asnistance PrOfram IMAP)

The Administration's budget submission includes $305.7 million for MAP and
$30.9 million for training in FY 1977 which would provide aid to some 46 countries,
although 33 of them would receive training only. Of the remaining 12 countries,
six-the Philippines, Greece, Turkey, Indonesia, Thailand and Jordan-would account
for a large percentage of the MAP funds requested in the FY 1977 budget. The
justificatior, for these programs will be presented separately to the interested
Congressional committees. In compliance with Congressional roquests, the Administra-
tion will advise Congress of plans "for the reduction and eventual elimination of the
present military assistance program."

f. Frein Military a" FM)
For foreign military sales credit, the Administration's budget includes $2,059.6

million in FY 1977. Four countries (Israel. South Korea, Greece, and Turkey) will
account for most of the FMS progiam requested in FY 1977. The details of the
program will be presented separately.

2. ORGANIZATION AND MANAGEMENT OF THE SECURITY ASSISTANCE
PROGRAM

a. Msnopment

Government-to-government transfers of both defense articles and related seriices
are governed by the Foreign Assistance Act of 1961 (FAA.), as amended. and Iy the
Foreign Military Sales Act of 19U8 (FMSA). Commercial arrangements are governed
by the Mutual Security Act of 1954 (MSA), as amended.

The Secretary of State has principal policy and general supervisory responsibility
for arms transfer transactions carried eut through both government and commercial
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channels. The Secretary of Defense is responsible for review of government-
to-government transfers and commercial transactions as well as implementation of the
former.

Major military export decisions are made by the President through the NSC system.
The Secretary of State and his Department develop general policy guidance, while the
Department of Defense focuses primarily on technological and force structure goals.
Implementation of policy requires many specific decisions as to the appropriate
weapons and services to be supplied.

Initial funding levels for grant aid and credits for sales are developed through
interagency consultations, taking into consideration the recommendations of the U.S.
missions abroad. Draft funding levels are then reviewed in a SAPRC* Working Group
Major issues are presented to the Under Secretary of State for Security Assistance,
who transmits his Department's decisions through the Office of Management and
Budget (OMB) to the President, together with the differing views of any agencies on
key issues.

Within the Depar-tment of Defense, five-year projections of foreign requirements are
being developed as a basis for planning. This process will occur annually, and will be
based on data acquired by the various MAAGs, the Military Departments, OSD, JCS
and the Defense Security Assistance Agency (DSAA). These projections are only
planning estimates, of course, and do not in any way represent ceilings, goals, or
systems that the foreign government must or will acquire. In developing projections,
attention is paid to such considerations as:

-The direct and indirect costs of U.S. security assistance to the recipient and its
effect on the recipient's economic and social development;

-The recipient country's capacity to absorb, maintain, and employ the equipment;

-The nature of the threat confronting the recipient;

-The recipient's contribution, where relsvant, to alliance needs;

-The effects on potential regionsi arms races; and

-The recipient's need for training assistance to improve its resource management,
logistics, and defense planning and analyses.

The U.S. commits itself to specific defense transfers by means of a Letter of Offer
and Acceptance to the recipient which becomes a contract upon agreement by both
parties. Transactions totaling $25 million or more must be reported to the Congress
which may by concurrent resolution voice its objection within 20 days. A Letter of
Offer is not to be issued over Congressional objection, unless the President certifies
that an emergency exists which, in the interests of national security, requires such a
sale to be made.

After the commitment to a defense transfer has been made, the Secretary of
Defense is responsible for procurement, delivery, training, and end-use supervision of
articles and services provided by MAP and FMS. The operating elements for

*Security Assistance Pogram Review Committee (SAPRC) whose membership includes the NSC
staff. Department of State, Department of Defense, Treasury Department, OMB. ACDA, and
AID.
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accomplishing this are the military servires which perform under the overall direction
of the Defense Security Assistance Agency.

Defense articles acquired by foreign governments from the U.S. may not be
transferred to third parties without prior approval of the U.S. Government. Requests
to make such transfers of U.S. MAP or FMS materiel to third countries are reviewed
by the Department of State in coordination with the Department of Defense.

b. Problem Areas

The increase in arms transfers in the past year and a half raises a number of
planning problems. Projections of expected sale: are difficult to construct because
foreign governments are often unable to plan reqnirements sufficiently far in advance.
The U.S., therefore, has difficulty in projectin I accurately the industrial capacity
needed to meet both U.S. and foreign requiremen s.

A related problem is that of war reserve st icks, allies (WRSA). The WRSA is
separate from, takes account of and does not duplicate the MAP. WRSA would be
procured with Service funds, be retained under U.S. title and control and the vast
majority of materiel would be stored in the CONUS. Maintenance of transferable war
reserve stocks would reduce the impact of security assistance demands on U.S. force
readiness and enhance our ability to achieve greater standardization, integration, and
efficiency within NATO, as well as improve our 1,gistics posture in Korea.

c. MAAGs, Minions, MilGroups

Section 631(a) of the Foreign Assistance Act states that "the President may
maintain special missions or staffs outside the United States in such countries and for
such periods of time as may be necessary to carry out the purposes of this Act." Under
this authority, MAAGs, Missions, and Military G'oups are maintained in 44 countries.
This overseas organization is not tied exclusively to the provision of grant assistance or
to the procurement of U.S. arms by the host country. In a broader sense, the
organization is an element of the worldwide U.S. force posture which serves in many
ways the national security and foreign policy interests of the U.S. Government.

MAAGs have historically been funded partially from the military function accounts
and partially from MAP and will continue to be so funded until 30 June 1976.
Commencing 1 July 1976. the MAAGs and the Military Groups will be funded from
MAP, as required by law.

The Security Assistance Appropriation Bill (PL 94.11) of 1975 specifies, inter
alia, that the number of generil/flag officers "assigned or detailed to military
assistance advisory groups, military missions, or similar organizations, or performing
duties primarily with respect to the military assistance program and the foreign
military sales program shall not exceed twenty after 1 May 1975." To comply with the
law, 11 general/flag officer positions in Argentina, Italy, South Korea, Portugal,
Th;!and, Turkey, Germany, Brazil, and within the Pentagon were downgraded,
eliminated, or their responsibility for security assistance withdrawn.

There have been large reductions in the number of personnel assigned to the
MAAGs. Nevertheless, these missions continue to contribute significantly to the
attainment of U.S. security objectives. Their work not only enhances the value of US.
equipment but also promotes standardization of equipment, doctrine, and training
among U.S. allies.

It is useful to remember, however, that military personnel assigned to MAAGs and
Military Groups add to the number in the support category. As part of the effort to
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improve the combat/support ratio, we are making a concerted effort to reduce the
number of military personnel assigned to MAAGs and Military Groups, as well as
personnel in general, For example, in FY 1968, the MAAG authorized strength level
was 4,477 (including 3,172 U.S. military personnel); as of June 30, 1975, that number
had dropped to 1,825 U.S. spaces (including 1,632 U.S. military personnel). The
Department has exceeded its goal of reducing the number of MAAG/Military Group
personnel, expressed in last year's report, by 479. The current authorized FY 1976
MAAG/Military Group U.S. personnel strength is 1,622 (including 1,455 U.S. military
person, 21)

Because foreign military sales have expanded rapidly in the past few years,
principally to Iran, Technical Assistance Field Teams (TAFTs) were created to provide
the necessary services in connection with acquisition and use of U.S. equipment. While
the U.S. Government is fully reimbursed by the purchasing country for the costs of
TAFTs, nonetheless, these personnel must be included under Defense manpower
ceilings. There are now about 937 U.S. military personnel programmed for these
Teams (868 in Iran, 66 in Saudi Arabia, and 3 in Kuwait) and the demand is
increasing. Accordingly, we continue to encourage the use of U.S. contractors to the
extent practical to meet these needs.

3. NATO INFRASTRUCTURE

The NATO Infrastructure Program, for which we are requesting $80 million in FY
1977, provides the facilities that are necessary to support NATO military forces and
are intended for common use or have a high degree of common interest among the
allies. These facilities include airfields, air defense facilities, communications, missile
sites, war headquarters, nuclear storage sites, pipelines, and POL depots. However, the
program does not normally cover general purpose depots, troop billets, and other
logistics facilities which the U.S. maintains largely in support of national objectives
and policies, although a one-time exception was made to fund such facilities from this
program as reimbursement for certain of the U.S. costs of relocating from France.

The NATO Infrastructure Program was inaugurated by the North Atlantic Council
in 1951 as a followon to a similar program begun in 1950 by the Western European
Union countries. It has been a most successful common endeavor, credited with
fostering cohesion among the allies. Thus far, approximately $3.8 billion worth of
essential military facilities have been completed, and facilities worth another $1.6
billion are currently under construction or programmed. Under the program, NATO
has been provided with modern airfields, an efficient system of POL distribution and
storage, an interconnected communications system to support the NATO command
structure, essential air defense warning installations, and air and naval navigational
aids.

Now that the program has provided most of the basic facilities required in the
common defense, its character is gradually changing. The requirement for major air
and naval installations has given way to the new requirement for modernization and
expansion of existing basic facilities. Air field,, must be improved so that they can
support today's inoie complex aircraft. The P'JL system should be modified to ensure
its ability to function in an emergency independently of that part of the system
located in France. Progress in communications technology has resulted in dramatic
changes, among which is the semi-automation and integration of NATO's ea, ly
warning system which will provide a control and reporting system for the air defense
of Allied Command Europe. Finally, in order to make the progyam fully responsive to
the needs of the NATO "flexible response" strategy and associated force planning, we
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are providing ;acilities to support reinforcement on the flanks, improved air defense,
and conventional capabilities for NATO air forces.

Since the Infrastructure Program began in 1951, the U.S. contribution has been
reduced from about 44 percent to about 20 percent. Under the five-year (1975-1979)
program recently approved by NATO, a funding level of $1.35 billion was agreed to,
an amount which is substantially below that supported by the U.S. and considerably
less than the first priority project total requested by NATO military authorities (in
excess of $2 billion)., The U.S. reluctantly agreAd to this relatively low ceiling, but it
may be necessary to review it before the end of the current five-year period.

Included in the new program is a special category of projects in support of U.S.
forces, which would otherwise be funded from U.S. appropriations. This special U.S.
project category, totaling about $100 million over a five-year period, will provide
military facilities which have a clearly identifiable NATO interest and are of special
interest to the U.S..

Over and above their own cost-sharing contributions, host nations provide the land,
access roads, and utility connections for each NATO Infrastructure project. These host
nation contributions are estimated to average about 13 percent of costs paid by NATO
common funding. If these costs were added to the total, the U.S. contribution would
drop another three to four percent.

The U.S. continues to enjoy a greater benefit from this NATO program than could
be expected from the size of our contributions. If we exclude facilities which are used
in common by all nations-facilities which would in any case have required common
funding-we have had considerable success in convincing NATO that U.S. national-user
projects are worthwhile. In the last five annual slices (XXI-XXV), over 50 percent of
all national-user projects were programmed for the bersefit of U.S. forces, but the U.S.
formal contribution remained at 29.7 percent of tha entire program. It is apparent,
therefore, that we have a distinct financial interest in the continuing success of the
NATO Infrcstructure Program.

4. INTERNATIONAL MILITARY HEADQUARTERS (IMH)

The U.S. contribution to the maintenance of NATO military headquarters, which
are funded in the Army O&M budget, amount to 25 percent of the total IMH budget
when France participates and about 30 percent when France does not participate. To
support this contribution, we are requesting $116.9 millicn in FY 1977. These fund
are applied to the operation and maintenance costs of SACEUR, SACLANT,
CHANCOM, and the NATO military agencies and are in addition to the military
manpower contributed by each ally to these NATO military organizations.

Manpower problems continue to confront NATO military authorities as a result of
increasing demands in the area of communications, ADP, and command and control
and information systems. In an attempt to resolve these problems, reports and
recommendations on each of these areas have been sought from each of the allies and
they will be submitted to the NATO Council in CY 1976. As mentioned last year,
there is also underway a continuing study of the NATO military command structure
which will be reported as soon as possible to the Defense Planning Committee.
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VI. MISSION SUPPORT

A. Central Supply and Maintenance ard Defense Logistics

1. INTRODUCTION

In its broadest sense, military logistics ,ictivities are concerned with all aspects of
planning, prucurmng, maintaining, and transporting materiel and providing for the
personal needs of our operating forces. They are an essential element of combat
capability., They ensure that combat equipment will be technologically up-to-date and
will perform as intended; that combat forces will have the munitions, spare parts,
personal and other items necessary to deploy and engage in combat; and that those
forces will have the material support to sustain them in combat as long as required.
Our logistics posture is a matter of the highest concern and priority in an era when
military readiness is an urgent requirement.

Sometimes units, including their organic maintenance capability, are referred to as
part of the defense "teeth" while central supply and maintenance functions are
as part of defense's "tail" which, by implication, should be reduced as much as
possible. Such a view works agains logistics efficiency and materiel readiness. There is a
close interaction between what is done as combat unit level maintenance and what
needs to be done for the same weapon system at the central depot. The
inteerelationship of logistics activities throughout the military structure makes caieless
use of the "tooth-to-tail" concept dangerous. Rather than consider central logistics
activities as part of the defense "tail," as though that "tail" were disconnected from and
and superfluous to the "teeth," it is much more appropribte to view "tooth and tail"
as complementary activities, with each having different but highly interdependent
functions to perform. Perhaps a far better analogy would be to call our essential
logistics supporting system the "jaws" on which our "teeth" depend fur their support
and strength to bite, chew, and dispatch tho opposition.

Defense has made progress in improving the efficiency and effectiveness of its total
logistics structure. In terms of constant dollars, procurement and O&M expenditures
and supply systems, inventories have been reduced significantly since the peak years of
the Vietnam War. The Services have eliminated most unnecessary or duplicate echelons
of supply and are relying more and more on direct supply support from centralized
wholesale level activities to operating elements, Personnel associated with centralized
logistics activities have decreased 28 percent since 196', The number of items
centrally-managed and stocked has decreased significantly and duplicate item
management has been eliminated for practicslly all of the 3.7 million items in the
supply system.

2. LOGISTICS FUNCTIONS

Logistics activities involve organizations throughout Defense, in every palt of the
United States and overseas, and in combat units, at intermediate levels, and centralized
facilities. These latter types of centralized activities, such as inventory control points
for the management of supplies and maintenance, and central depots where supplies
are stored and combat equipment is o,erhauled, are often grouped together under the
heading of "Central Supply and Maintenance." The amounts to be spent on these
central. activities are shown in parentheses in Table VIA-1.

Logistics involves all echelons of Defense. The central supply and maintenance
functions are perhaps the most visible logistics activities, and include such diverse
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TABLE VIA-1
ESTIMATED FY 1977 LOGISTICS FUNDING*

(FY 1977, $B)

Appropriation

Activity Operations & Other
Maintenance Appropriations Total

Maintenance, Modification, and Alteration 8.9 22 11.1
Central Supvtly and Maintenance (4.5) (-) (4.6)

Supply
Operations 2.4 .7 3.1

Central Supply and Maintenance (1.7) .1) (18)

Procurement 4.3 4.3
Central Supply and Maintenance (-) (-) -)

Transportation 1.0 .3 1.3
Central SUpply and Maintenance (.9) (-) 1 .9)

War Reserve Munitions Procurement - 2.2 2.2
Central Supply and Maintenance (-) -) ( -)

Industrial Preparedness .1 .4 .5
Central Supply and Maintenance .1) (.4) -5)

Logistics Facilities Investment - .8 .8
Central Supply and Maintenance (-) (-7) .2)

Real Property Maintenance Activities 3.3 .8 4.1
Central Supply and Maintenance ( .4) (.4) .8)

Other
Logistics Headquarters and Command .5 .1 .6

Central Supply and Maintenance ( .5) .1) ( .5)

Miscellaneous Logistics Activities 1.1 .1 1.2
Central Supply and Maintenance ( .9) (-) 1 .6)

TOTAL 17.2 12.0 29.3

Central Supply and Maintenance (9.0) (1.2) (10.2)

*Them figures were cially developed for this Oefense Report and are not routinely available.
Numbers may not add because of rounding.
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items as planning and policy development at logistics headquarters, requirements
determination, cataloging and procurement, and depot-level maintenance, storage and
distribution at central depots. However, they account for only approxi...ately 35
percent of all logistics activities or $10.2 billion for FY 1977.

Even though logistics functions arc funded from a number of different appropria-
tions, e.g., O&M, Procurement, R&D, and Military Personnel, this section will
concentrate on the O&M and Procurement accounts. Finally, the discussion will be
limited basically to "hardware-type" support, even though the Department views as
important and spends considerable fund6 to support (clothe, house, and feed) the
personal needs of U.S. operating forces.

a. Maintemnce. Modification, and Alteration

The Defense Department operates weapon systems that originally cost about $125
billion and would cost much more to replace today. Only aboit $11 billion will be
spent this year to maintain, modify and alter them in order to keep them operating, to
increase their reliability or life span, and to upgrade their capability in light of the
increasingly sophisticated threat they face. Military equipment reqvires special
attention to maintenance because U.S. forces must be in a high state of readiness; the
risks associated with ,tot having required equipment in an op-able state when needed
are very grave.

Weapon systems remain in active inventories from 15 to 40 years. This considerable
accomplishment would not be possible without modifications and alterations to
extend their safe operating life and to increase their combat capabilities. !n sum, not
onlV does responsible stewardship demand adequate maintenance of the assets
provided, but maintenance, mcdifications and alterations help maintain U.S. deterrent
and combat capability with less new procurement funding than would otherwise be
required.

b. Supply

To ensure the availablity of major end items of equipment, spares and repair parts,
war reserves, and all the other supply requiremetits needed by Defense's one million
civilian and two million uniformed personnel (with a quarter of the military people
overseas in over 100 separate countries and locations) require the world's largest
supply system. Central supply support alone will cost $1.8 billion in FY 1977 to
handle about 27 million supply demands on 3.7 million different items obtained from
more than 25,000 civilian suppliers, and provided to more than 10,000 different
Service unit "customers." Total supply expenditure of about $7.4 billion is required to
cover both the operating expenses of our supply activities, at and below the central
level, and the procurement costs for spare components, modification, and alteration
kits.

c. Transportation

To get the supplies to the U.S. defense establishment will require about $1.3 billion
for transportation. This figure does not include tactical tr-.asportation costs,
transportation charges paid as a part of the procurement cost of materiel, and the costs
of moving personnel and their household goods. With those items included, the
transportation bill exceeds S4 billion.
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d. War Reseyts

Consumption of munitions, spare parts, and other essential supplies increases much
more rapidly in wartime than production rates could be expanded. Therefore, if U.S.
combat forces are actually to br, able to fight immediately and to sustain that combat
as long as necessary, we must continue to build toward adequate war reserve
inventories to have on hand on D-Day. In many areas, current inventories are still
substantially below what are needed.

Procurement of spare parts and other "secondary items" for war reserves are
included in the supply category along with procurement of comparable items to
support peacetime operations. Munitions ore separately identified because virtually the
entire munitions inventory is a war reserve, and because the magnitude of the program
and the unique problems involved justify special management attention. War reserves
of major equipment (such as tanks and artillery pieces) are also maintained to replace
anticipated combat attrition. Owing mainly to funding constraints, Defense does not
attempt to buy in one year all the war reserves needed. There is a multi-year
procurement program that considers both the short-term readiness posture and overall
fiscal constraints. It represents the best possible balance between the desire to buy all
the needed war reserves quickly to enhance near-term readiness, and the desire to
stretch procurement over several yo-i to keep production lines "warm" and thus
more responsive to emergencies that might arise. The Department generally buys the
total war reserve needs of a new munition over a five to eight year period. The amount
requested for this purpose in FY 1977 is $2.2 billion.

e. Industrial Preparedme

Most of the $.5 billion expenditures for industrial preparediess are necessary to
modernize and expand some of the antiquated, inefficient, -;iously-polluting
production base plants of pre-World War II vintage. Also included is the expense of
operating and maintaining thv existing base, and of storing for possible future wartime
use those facilities from which we require no current peacetime production. We also
expend a small amount on developinq manufacturirg methods and technology-
translating new ideas on production processes into production equipment that can
provide a more efficient and responsive defense munitions production base.

t. Logistics Failities Invftment

Under logistics facilities investment is grouped all the capital investment in logistics
facilities and equipment, other than the munitions production base modernization and
expansion (which is made to provide an adequate industrial base for the U.S. in any
possible future war). Each of the Services has a capital investment program which is
designed to increase the efficiency of its logistics facilities. Examples are the Navy's
shipyard modernization program and the Air Force's depot plant modernization
program which, among other things, is expanding the application of modern
automated materials handling techniques in the Air Force's supply depots. Many of
these facilities are also of World War II vintage and badly in need of modernization,
About $.8 billion is being requested in FY 1977 for this purpose.

g. Reel Popery Maintenance

Real property maintenance encompasses utilities expense, minor construction, and
maintenance and repair of real property. Of this $4.1 billion, annual repair and
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maintenance of real property requires about $1.6 billion. This is the minimum that
good stewardship requires to keep up Defense's current property and plant equipment
which cost about $53 billion to acquire and substantially more to replace at current
prices. The Department is falling behind in the maintenance and repair of fixed
facilities.

Facilities upkeep should not be considered a "frill." Deteriorating runways mean
foreign objects damage jet engines. Poorly maintained utilities plants mean power
failures that hold up work or result in rental of expensive portable generators. Lack of
real property maintenance funds means that we will have to resort to military
construction of new facilities sooner than would be otherwise required. Real property
maintenance is an easy item on which to skimp, b.t to do so will lead inevitably to
higher costs.

h. Othw

The headquarters and command structure of the operating commands such as the
Strategic Air Command are not considered to be a logistics cost. However, the cost to
man and operate the headquarters and command structure of the Air Force Logistics
Command and similar logistics commands is regarded as a logisti:s expense.

The $1.2 billion identified as "miscellaneous" sweeps together a myriad of
mundane but essential activities, such as property disposal engineering services, and
the operation of printing plants and laundries.

3. PROBLEMS ASSOCIATED WITH LOGISTICS SUPPORT

During the past few years, especially beginning in FY 1974, certain factors have
made the provision of adequate logistics support extremely difficult. These factors
include the following:

Inflation - Prices for all categories of items that affect material support have
increased dramatically since FY 1974. These include prices not only for hardware-type
materiel but also for such items as utilities, transportation and, perhaps most serious of
all, for bulk petroleum. Continuing rapid escalation of prices has basically resulted in
forcing the const mer to reduce quantitative purchases in order to stay within
approved funding programs, and this, of course, adversely affects materiel readiness.
Since no government agency is allowed to program for inflation in the O&M accounts,
and operating budgets are prepared using a pricing base that is one to two years old by
the time of implementation, Defense finds itself almost two years behind the inflation
"power-curve." For example, the President's FY 1977 budget was prepared using the
prices that existed in the fall of 1975.

Foreign Military Sales (FS) - Normally, FMS requirements are programmed as
reimbursable sales and are procured only after receipt of a valid sales case-requisition.
When FMS stocks are procured in this fashion, Defense is normally able to provide
responsive supp!y support to both U.S. forces and allies. However, for a variety of
reasons, the Department has received a number of unprogrammed FMS demands.
Owinj to the urgency of many of these unprogrammed demands, such as the
requirements of the 1973 Mid-East War, stocks earmarked for U.S. operating forces
were used to satisfy these high priority requirements and the material readiness of our
forces has suffered accordingly.
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Increasing Lead Times - Procurement lead times have increased significantly during
the past two years, partially because of materiel shortages and diminishing production
sources. Although there is some recent evidence of leveling off, tle impact is still being
felt in the area of supply support. This is a major cause of the dramatic increase in
unfilled customer orders over this same period.

Significant progress has been made in identifying where many of the problems lie.
However, Congressional support will be necessary to prevent further damage to U.S.
logistics programs and a decline in combat readiness.

The FY 1976 defense budget which President Ford submitted to Congress
requested funds to start an attack on our spares support problem: for appropriated
funds to buy spare components, for O&M funds for depot repair of spare components
and for combat unit purchases of repair parts from the stock fund;, and for th3
purchase of essential war reserve items and POL. The problem has become even larger
in FY 1977.

4. MATERIEL READINESS

"Readiness" is a concept that integrates the diverse factors that affect the ability to
deploy, engage, and sustain effective combat forces. It starts w;th the overall
availability and proficiency of U.S. fighting men. The Joint Chiefs of Staff quite
properly place prime emphasis on the capabilities of our most essential fighting
ingredient:' a properly trained and motivated team of officers and enlisted personnel.
A almost equally important determinant of overall readiness is the availabiiity,
capability, and condition of the forces' fighting equipment. It is this "materiel
readiness" to which emphasis will be given here.

Materiel readiness is critically concerned with the combat readiness of the
equipment in the hands of combat forces and their initial increments of supplies.
However, it does not end there. Behind the cutting edge of the forces are the
replacement equipments, spare parts, munitions, and other supplies which must be
available to repair and replace equipment, ammunition and weapons lost and
consumed during the course of any action. Without such sustaining support, the hard,
cutting edge of U.S. forces quickly becomes soft and dull with an adverse effect not
only on our war fighting capabilities but also oti potential adversaries' appreciation of
our deterrents. Given the difficulty of the problems, aaid the expanse of maintaining
our sophisticated modern weapons systems, it is tempting to defer solutions to
materiel readiness problems until a crisis or war comes. It is essential to provide for
current solutions to logistics problems because recovery from deficiencies can be long,
difficult and costly.

The increasing complexity and costs of U.S. weapons systems have increased the
resources needed to maintain them, and expanded the time and resources required to
,estore materiel readiness if it is permitted to deteriorate. U.S. materiel readiness
problems were discussed last year. Actions have been taken or accelerated to correct
them. However, these are complex problems that will require years of concerted
Departmental action and steadfast Congressional support to correct.

Efficiency improvements have freed resources to attack our materiel readiness
deficiencies while real defense logistics expenditures have decreased. However there
are four areas of concern: (1) the materiel condition of the Navy's surface fleet, (2)
the c,)erational readiness of many of U.S. Navy and Air Force aircraft; (3) the materiel
readin- q of many Army units, part:cularly Reserve units; and (4) shortfalls in
inventor,?% of certain equipmePts, combat consumables, and spare parts
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a. Materiel Condition of the Navy's Surface Fleet

The materiel condition of the surface fleet was discussed last year. Since then, Navy
and Defense witnesses have testified before the Congress in detail about this
deficiency. The Board of Inspection and Survey has provided detailed verification of
the seriousness of the problem.

A telling indicator of materiel readiness is the increase over time of the average
number of equipment outages (casualty reports or CASREPTS) per ship, shown in
Table VIA-2.

TABLE VIA-2

AVERAGE CASUALTY REPORTS OUTSTANDING PER SHIP

FY72 FY73 FY74 FY75 FY761

Total Casualty Reports 9.0 9.6 9.9 10.4 11,6

Mission.Critical Casualty Reports 2.8 2.9 2.8 3.2 2.9

aFirst Ouarter

A year ago, remedial action was promised in FY 1976 to reverse the trends in the
condition of our surface fleet. Unfortunately, a cut of 1,500 in shipyard civilian
manpower strengths was directed, and Defense will have to reduce the ship overhaul
program by $25 million in order to pay the price increases imposed on the stock funds
by inflation. These reductions will force a deferral of about six major ship
overhauls-the actual number will depend on the mix of ships deferred.

The Department is not permitted to anticipate inflation in those accounts which
pay for ship maintenatice. Tne current estimate is that during FY 1976, nearly $30
million will have to be reprogrammed into ship maintenance, and another $40 million
worth of alteration work deferred, merely to offset partially the effects of inflation.
As a result, the number of ships overdue for overhaul, as shown in Table WA-3 will be
almost as large at the end of FY 1976 as it was at the beginning of the year

The deterioration to the surface fleet would be worse were it not for the savings
which are already accruing from the application of reliability-centered maintenance
principles to the 31 Poseidon fleet ballistic missile submarines and the Sturgeon-class
attack submarines. These principles, similar to those articulated by commercial
airlincs, apply a formal logic to determine what preventive maintenance actions,
including inpec:tion, are necessary to maintain an equipment. Application of such
logic combined with a detailed review of reliability design has permitted extension of
the time between overhaul for Poseidon submarines by up to four years, from five-year
intervals to a maximum of nine-year intervals, and for Sturgeon-class SSNs by thrce
years, from four-year intervals to seven-year intervals.

The Navy has also started to develop integrated, engineered maintenance strategies
for its surface ships, based on reliability -centered principles, but the requisite analysis
and engineering is complex and time consuming Application of such a strategy to the
1052-class frigates will begin in FY 1977 oil an experimental basis.
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TABLE VIA-3

BACKLOG OF OVERDUE SHIP OVERHAULS

End.F Y Number of Ships Percent of Fleet

1971 17 2
1972 27 4
1973 26 5
1974 47 9
1975 71 14
1976 69 14

b. Aircraft

As shown in Chart VIA-1, in the Navy and Marine Corps the fraction of aircraft
grounded owing to a lack of spare pars has been ncreasing. While the fraction has
been stable in the Air Force, the number of Not Operationally Ready-Supply incidents
have been rising steadily; thus, the stable rate merely sugests that extraordinary
actions have been taken to keep the situation from deteriorating further

The Services employ different detir'itions in computing these sttistics, which
overstate the inter.Service difference and make direct comparisons inappropriate. The
point, however, is clear and discouraging; more and more Navy and Marine Corr
aircraft are being grounded for lack of spare parts.

"Cannibalization rates" have been growing and "fill" rates for spare parts have been
declining, as depicted in Chart VIA-2. That is, to keep one airplane or equipment
operational, parts are being taken from another grounded airplane to provide the
spares. Similarly, the number of orders for aircraft components not filled promptly by
the supply system has been growing. In short, more than 25 percent of some types of
aircraft are grounded for lack of spare parts, thus making it difficult to meet peacetime
commitments. All of this adversely affects wartime readiness and the deterrent.

Part of the problem stems from a shortage of spare components. Another part of
the problem is a shortage of O&M funds vhich are used to buy repair "bits and pieces"
from the stock funds, and to pay civilian personnel performing maintenance in the
depots.

We also must eliminate the backlog of broken but reparable spare components lying
on warehouse shelves. For many critical spares the funding is so short that only those
are repaired which are needed to fill a "hole" in an aircraft. It is impeiative that we
alleviate the backlog in FY 1977.

We are including a number of small but important measures to reduce this problem
in FY 1977 and 1978. In FY 1977, funds requested for repair of spate parts for both
ships and aircraft have been increased. In addition, emphasis has been placed on
ensuring the availability of adequate materiel for repair of components below
depot-level wherever possible.

c. Land Forces Equipment

The Joint Chiefs of Staff reports on the readiness of active Army and Marine Corps
major combat units have shown significant improvement in the last several years as the
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CHART VIA-1
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personnel turbulence caused by the Vietnam War and the subsequent contraction in
forces has subsided. Overall rateriel readiness is marginal, however, in certain
important areas.

The active Army reports generally acceptable materiel readiness, In general, it has
adequate amounts of equipment on hand in good repair although many older weapons
are due to be replaced by new weapons in the next few years.

The Reserve Components are essentially not operationally ready because of
sigoificant equipment shortfalls and the excessive age of the equipment they do have.
The impact of equipment diversions to meet unprogrammed international logistic
requirements has been felt throughout the Army but paticularly in the Reserve
Components. These diversions are a primary cause of the current slow pace of
equipment modernization programs for the Reserve Components. Equipment dive -
sions degrade readiness as they create equipment shortages either in the forces
themselves or in theater.prepositioned stocks. Recovery is slow because of production
lead-times on major items of equipment.

The Army's ability to reinforce NATO rapidly is at present seriously degraded by
shortages in its European POMCUS. European POMCUS (Propositioning of Materiel
Configured to Unit Sets) stocks are those unit sets of combat equipment and spare
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parts which we preposition so that we can airlift Army division troops from CONUS to
reinforce NATO rapidly in time of crisis. If we lack POMCUS materiel in Europe to
equip the early deploying Army units, those units will have to wait while their
equipment is deployed by sea from CONUS. This means not only that those divisions
would be several weeks later in joining the NATO defense but also that their
equipment would be subjected to the substantial sealift attrition that we would
probably incur early in a NATO war.

d. War Reserve Stocks of Equipment, Munitions and Combat Consurmables

War reserve stocks are required to assure adequate support to U.S. operating forces
during the initial phases of a contingency or war. Since we consume materiel more
rapidly in war than during peacetime, war reserve stocks represent the additional
stocks, over and above normal peacetime operating stocks that must be on hand at the
time a conflict occurs to sustain our forces in combat until normal replenishment can
be initiated.

Munitions

During the last decade we have seen the development of vastly more effective and
efficient conventional munitions. The most dramatic example is probably the
precision.guided munitions which - through vastly improved delivery accuracy -

increase the combat capability of our tactical air forces. These moJern, more effective
munitions cost much more per unit than the "iron bombs" of World War II. However,
when viewed in terms of total cost and total capability, these more effective munitions
constitute a highly efficient means to increase the combat capability of our general
purpose forces. We are building toward adequate inventories of these new munitions
but significant deficiencies still remain. We must continue adequate procurement of
these modern munitiors to realize their full potential for our combat forces. Until
these deficiencies are filled, we will not have the modern munitions to sustain our
forces in combat no matter how good their immediate readiness may appear.

War reserve stocks of older conventional munitions are generally at acceptable
levels. However, we are short of certain types of munitions such as sonobuoys which
are the key to the effectiveness of our aerial an'.tsubmarine warfare.

Stock Fund Wa Reserves

The FY 1976 budget contained a request for $326.8 million for stock fund war
reserves. This was a first attempt to reduce our current stock fund war reserve
deficiencies of almost $2 billion. This request (approximately 16 percent of our
deficiencies) contained requirements for hardcore items such as gun tubes and tank
tracks.

However, as a result of past funding shortages, we continue to have essentially the
same deficiencies in war reserve stocks. This prolongs the risk of not having materiel
required to sustain our operating forces in the event of war.

Appropriations Funded Reev

War reserves represent the additional stocks, over and above our peacetime
operating requirements, that are needed to sustain the increased level of activity
experienced in war. Since peacetime assets are automatically applied to the tota
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wartime requirement, we must fii.L satisfy peacetime operating requriements for
spares before spendiny funds for war reserves. Thus, the substantial reductions made in
the Air Force's FY 1976 5pares procurement request, while not explicitly stating that
the reductions applied to v,.r reserves, must, in large part, be taken from planned war
reserve procurement.

5. STOCK FUND INFLATIONARY PROBLEMS

Stock funds are important contributors to readiness. They purchase materiel trom
commercial vendors and sell it at total cost, primarily to the operating forces who use
their O&M funds to make the purchases. The stock funds maintain "buyer-seller"
relationships with the defense components and thereby motivate efficiency and good
management.

Unfortunately, the usefulness of this potentially valuable financial management
device has been degraded in recent years by price inflation. The stock funds have been
required to price at last experienced cost. Thus, under the recently experienced high
rates of inflation the prices at which the funds "sell" to the operating forces have not
been sufficient to permit the funds to pay the vendor prices faced when replenishing
inventories. Recent rates of change in stock fund procurement costs indicate that the
high rates of inflation experienced in FY 1974 and FY 1975 have not abated. The
effects of inflation on spare parts availability and thereby on materiel readiness have
been discussed. Another result has been periodic stock fund cash liquidity crises and
curtailment of required procurements.

6. IMPROVEMENTS IN LOGISTICS EFFICIENCY

The fundamental logistics goal is to provide in the most efficient manner the
support required for a level of combat readiness adequate to our national security
requirements. The Department has a responsibility to ensure that the $30 billion
involved in financing the logistics functions is spent in the most efficient way possible.

There are several reasons why logistics productivity improvements must be
aggressively pursued. A backlog of logistics needs must be worked off in the next few
years. As combat equipment grows more complex in order to match the growirng
sophistication of the threat, maintenance and supply requirements increase in size,
complexity and cost. A third consideration is that weapon systems and equipment
remain in operation for 15 to 40 years. Considering the problems associated with
operating an automobile over 10 years old, the challenge should be apparent. Meeting
this challenge requires substantial logistics support, and most specifically a sizeable
maintenance, modification and alteration program. To satisfy growing logistics
requirements within the resource levels projected for national defense, we must seize
eveiy opportunity for improved management, efficiency and productivity.

Several instances of efforts to improve efficiency and productivity are worth
noting, both because they represent the general category of 'roductivity-enhancing
changes that must be made to meet our logistics commitment and because they are
significant in themselves.

a. Reliability.Centeed Aircraft Maintenance Strategies

The Department is expanding the application of reliability-centered maintenance
concepts throughout the defense aviation community. In the past year, the initial trial
application to the Navy's P-3 aircraft has been extended to all levels of maintenance. It
has resulted in a 50 percent reduction in the depot level maintenance requirement.
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Similarly, reliabilityentered maintenance is now being applied to the F-4 fleet
with comparable increases in effectiveness and efficiency. Careful analysis is underway

to permit addition of turbojet engines and thus br;ng the whole aircraft including~propulsion under these principles.

By the end of the FY 1976 funded delivery period, 14 types of Air Force and Navy
aircraft will have been transferred to maintenance under reliability-centered principles.
As previously discussed, the Navy is also applying these principles to ship maintenance
planning.

b. Air Force Technology Repair Centers

The Air Force has restructured its depot activities to minimize duplication of
technological capabilities. It has permitted a saving of nearly 1,200 people in the Air
Logistics Centers.

c. Productivity-Enhancing Investmertts

In order to increase Service incentives and their ability to invest in
productivity-enhancing equipment, two recent actions have been taken. First, the per
item limit on locally authorized expenditures for productivity-enhancing equipment in
industrially-funded activities has been raised from $1,000 to $100,000. Second,
beginning in FY 1977, each military department will program $10 million annually for
productivity-enhancement. The defense agencies will program $2 million annually.

These funds will be used to fund quick-payback, productivity-enhancing equipment
requested by local commanders in their operating accounts. The money will not be
used for other purposes and if the request is valid the funds will be allotted within 60
days of the request. Beginning in FY 1979, operating accounts have been reduced in
our FYDP planning to reflect anticipated savings.

d. Reductions in Persnnel

Program VII, Central Supply and Maintenance, is the budget account that finances
nearly a third of the activities discussed in this section. Even though the range and
depth of functions performed in this area have increased in recent years, the number
of personnel associated with these activities has been reduced from 628 thousand in
FY 1969 to 451 thousand ir. FY 1976, a reduction of 177 thousand or 28 percent.

e. Centralization of Management Functions

In order to obtain greater efficiency of operations we have consolidated numerous
central supply and maintenance functions. These include the following: (1) all
property disposal, wholesale subsistence and POL functions under the Defense Supply
Agency; (2) conventional ammunition under the control of the Army; (1) many
catalog functions under the Defense Logistics Service Center of DSA; (4) many
consolidated Army maintenance activities under Project CONCISE; and (5) a
significant reduction in the number Gf items in the supply system and elimination of
the duplicate management of practic~ly all the remaining items.

7. TRENDS AND FUNDING

We need to repair and maintain vile more advanced equipment entering our
inventories. Because it is becoming ;ncreasingly more difficult and expensive
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continuously to maintain modern, sophisticated weapon systems in a high degree of
readiness, there is a tendency to put the problem aside and implicitly or explicitly,
assume that adequate materiel readiness can be restored when war appears imminent.
It is essential that we keep abreast of our logistics requirements because recovery from
degraded materiel readiness is long, difficult, and costly.

Substantial funds will be required. To illustrate, even though the numerical size of
the Navy fleet has been reduced over the past ten years the numerical backlog of ships
awaiting overhaul continues to grow and in fact is larger than we had 20 years ago.
Equally important, however, the real cost of overhauling each ship is higher than it was
a few years ago - because newer ships are, of necessity, increasing in size and
sophistication in order to counter the rapidly increasing naval and antinaval
capabilities of the Soviet Union.

Meanwhile, shipyard capability to perform the overhaul work has been diminishing
for three reasons. First, the Department hAs not had the funds to keep a larger naval
shipyard force at work. Second, there his been an increasing commercial demand for
shipyard capacity., Third, even when De'ense had the necessary funds in rtcent years,
civilian manpower ceilings constrained execution of the approved program.

There are no "easy" solutions to these materiel readiness problems. While the
Department continues efforts to improve logistics management, the princ;pal sources
of solutions to materiel readiness problems lie in the provision of adequate funds and
in efforts to achieve savings from productivity initiatives.

In preparing the multi.year financial plans the Department tries to project as
realistically as possible the demands that the planned defense forces will place on the
logistics structure. The projections also take account of the efficiency and
productivity savings expected from initiatives underway or planned. Thus a lean
program develops whose execution depends upon achieving these ambitious goals for
efficiency and productivity improvement.

The trend in O&M funding over the last few years is shown in Chart VIA.3. It
decreased in real terms from 1969 through 1975. Current readiness problems explain
why this trend is being reversed in the last half of this decade.

B. Training. Medical, and Other General Personnel Activities

Included in this major program are the Defense Department's centrally managed
human resources activities. This year we are requesting $22.5 billion for this program.
an increase of $800 million over last year. However, the FY 1977 funding request
represents the same purchasing power as the FY 1975 funding level. This increase is
necessary to compensate both for the effects of inflation and for the increased
number of military retirees. The distribution of funds by activity is shown in the
following table:

(S TOA in Billions)

FY 75 FY 76 Trans. FY 77

Personnel Procurement .4 .5 .1 .5
Training & Education 6.4 6.5 1.5 6.4
Health Care 2.8 3.1 .7 3.1
Personnel Activities 4.2 4.3 1.1 4.1
Reti' Pay 6.2 7.3 1.9 8.4

Total 20.0 21.7 5.4 22.5
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1. PERSONNEL PROCUREMENT

Personnel procurement requires both recruiting knd advertising and the operations
of Armed Forces Examination and Entrance Stations. The expenditures for these
activities have increased with the end of conscription from approximately $140
million in FY 1970 to a current level of approximately $500 million. These increased
expenditures are enabling us to remain a competitive employer and thus attract the

*needed quality and quantity of military entrants.
This funding level is expected to provide an efficient and effective accession system

and accomplish the voluntary accession of 400 to 450 thousand active duty personnel
required annually to man the force during the next five years. The cost of personnel
procuremert is projected to be relatively stable (excluding future inflation). However,
adjustments to the funding level may be required as a result of changing employment
rates or future economies (such as reductions in the G.I. Bill benefits) which may
make the recruiting task more difficult,

2. TRAINING AND EDUCATION

Each yenr the Defense Department submits to the Congress a detailed report on
individual training and educatir'n. including a discussion of each category of training
and Department of Defense initiatives in training management. A comprehensive
picture of the Department's individual training and education programs is presented in

CHART VIA.3

OPERATION AND MAINTENANCE TRENDS FY 1964-76
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the Military Manpower Training Report; this discussion will attempt to highlight some
of those initiatives which were cited in last year's report.

To place training and education in perspective: it consumes about six percent of the
defense dollar and 14 percent of defense manpower. Without these training and
education programs we could not build and maintain the strong, efficient and effective
force necessary to our national security

The defense training establishment has two broad missions. First, we seek to
provide usable military skills to entry level personnel. In FY 1977 we will train more
than one-half million entrants - both active and Reserve Component personnel. Over
70 percent of our student load relates directly to training for the basic skill needs of
the force.

Second, we are concerned with preparing career personnel for increasing job
responsibilities. Personne! who remain in the force beyond their initial obligation are
groomed to fill our leadership and supervisory positions. The knowledge necessary to
perform these jobs effectively is not an inherent characteristic. As personnel assume
greater responsibilities, they require periodic training to broaden their understanding
of both pertinent technology a'nd management principles to ensure their continued
contribution to the force, Such schooling, whether geared to specific military skills
and equipment, or to military applications of current technology and philosophy, is
not generally available in the civilian sector. Neither are qualified squad leaders, ship
captains, jet pilots, and armored vehicle maintenance personnel. In short, the
personnel system must create its technical experts and leaders from within - as must
all armed forces - by augmenting field expetience with the skills and knowledge
provided by the formal school structure of the training establishment.

There are three fundamental considerations that affect the magnitude of dollars and
manpower devoted to the defense training establishment. The first is the recognition
that the military initiative lies with our potential adversaries, We could train more of
our skills in units through so-called "on-the-job" training than we currently do.
However, experience has indicated that a combat unit cannot both train new men in
basic skills and maintain combat readiness. Our potential adversaries possess the
military initiative and can name any future "D-Day". They, therefore, can afford to
provide "on-the-job' training in many of their combat units as long as they are not
planning imminent hostilities. To ensure that the U.S. has a combat effective force
ready on any hypothetical "O-Day", we can undertake only a small portion of
individual training in operational units. We therefore provide essential kill training in a
centralized training establishment.

Reliance on the tactical concept of forward-deployed support also affects the cost
of and manpower required for the training establishment. Current tactical concepts
create a demand for technical talent on the battlefield rather than in rear area depots.
The advantages gained through these tactical concepts were evident, for example,
when the Israeli forces employed U.S. doctrine in the Sinai in 1973 by repairing
damaged tanks on the battlefield. The immediate presence of technically proficient
military personnel for this task permitted Israeli forces eventually to attain numerical
superiority in equipment over the initially superior Egyptian forces. If the U.S. were to
rely more extensively on rear area civilian technical competence for repair of damaged
equipment, we could reduce military technical manpower and the scope of training
required. However, we would lose combat capability.,

We must also consider the effect that the ever-expanding scope of skill requirements
has on training dollars and manpower. The introduction of new technology, such as
laser-guided antitank weapons, which seek to gain battlefield advantage, creates a
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demand for technicians proficient in the use and maintenance of this equipment. This
results in a demand unon the training system for new, sometimes longer, courses to
train the necessary manpower, and more highly.trained instructors.

The military training establishlent is unique; there is no educational effort in the
civilian community which parallels it. The Department of Defense houses, feeds,
clothes, pays, and transports its students and then assigns them to units when training
is complete. We accomplish all of this typically in a minimum work-week of forty
hours of face.to-face contact. We believe we have an effective program, and we are
continually seeking ways to improve efficiency.

One such effort is the implementation of the Army's One Station Training concept.
As noted last year, One Station Training is designed to minimize turbulence for the
trainee, capitalize on the doctrinal expertise of the professional home of the various
branch schools, and streamline the training establishment. Extensive analysis of a
complete cycle of Infantry One Station Unit Training was completed in Dect.-ber,
1975, and feedback from field commanders on the performance of recent graduates
will be studied. The Army's conversion to this One Station Training is progressing as
scheduled; Forts Dix, Jackson, Knox, Polk, and Leonard Wood already are operating
under this concept. Simultaneous with the conversion of Forts Ord and Polk to
division posts during FY 1976, Forts aliss, Gordon, and Sill will begin One Station
Training operations. We anticipate that over 50 percent of the Army entrants in FY
1977 will receive all of their initial entry training at the same location.

& HEALTH CARE

The defense health care system provides a nucleus around which we could expand
rapidly to build a wartime medical force. It also maintains a healthy peacetime active
military force. In addition, it offers as a fringe benefit the delivery of high quality,
economical health care to dependents and retirees.

The required size of the peacetime health care nucleus is currently under review.
Present Department of Defense policy is to base defense health facilities operations,
construction, and modernization on active duty Service member health care needs
unless.

-Adequate health care facilities for dependents and other beneficiaries are not
available locally;

-The marginal cost of treating dependents and other beneficiaries in-house is

favorable locally, relative to CHAMPUS costs; and

-A valid teaching or training requirement exists.

Since general mobilization requirements call fur a total ,nrce much larger than that
on active duty, the Defense Department plans to rely heavily on the Reserve
Components and the civil sector to meet total wartime health care requirements.

About 9.5 million people are eligible for some form of health care in military
iacilities. Approximately one.fifth of those are active duty military personnel. The rest
are dependents of active duty personnel, retirees and dependents of retirees, and
survivors of deceased military personnel. However, act;%a duty military personnel
generate slightly over one-half of the in-house patient ioad.
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Dependents, retirees, and others are treated in military facilities on a space available
basis, About half of in-patient total health care and ten percent of their outpatient
services are provided through the Civilian Health and Medical Program of the
Uniformed Services (CHAMPUS). Under this program, dependents and retirees may be
treated by physicians and hospitals in the civil sector who then bill the Defense
Department for a portion of the care.

The cost of the CHAMPUS program has been growing significantly in recent years.
Inflation, increased utilization of health care by beneficiaries, implementation of new,
complex and costly techniques in the health care provided by the industry, increases in
the eligible population, and reductions in military facility resources have all
contributed to bringing about this increase. As long as inflation in the health care
industry continues and capabilities in the military facilities are constrained, we do not
expect any change in the CHAMPUS cost trend. However, we are placing emphasis on
control and accounting of CHAMPUS at the Department level and we are exploring
various ways to improve management and minimize costs. We are also attempting to
utilize better the capacity of our military direct care system.

In considering these CHAMPUS costs, it should be emphasized that they are a
trade-off for reduced funding of military health care facilities, since we are required by
law to treat dependents and retirees either in military facilities or to pay for a large
share of their health care through CHAMPUS.

In spite of efficiencies that we are striving to accomplish in both in-house
operations and CHAMPUS management, it would be necessary t.) reduce significantly
the benefit package to our beneficiaries in order to achieve any dramatic savings in the
heolth care portion of the defense budget. Because health care is an important part of
an overall compensation package, any reductions in the value of the health care benefit
to the beneficiary must be weighed against the likelihood of increased direct
compensation of reduced retention. The current Quadrennial Review of Military
Compensation is closely examining the compensation aspects of Department of
Defense health care.

4. PERSONNEL ACTIVITIES

This category contains all centrally-managed personnel activities. A detailed
discussion of these programs was presented in last year's report. Briefly, they include:

--Personnel Services - Again this year, the largest portion of funds in this category is
for the Overseas Dependents Education program (about $265 million). Also included
here are miscellaneous personnel activities, such as centrally.funded welfare and
morale activities and the Armed Forces Information Program.

-Permanent Change of Station Travel - Included are both the costs of moves and
the pay and allowances of transients (i.e., manpower enroute between bases).

-Defense Family Housing - Due to the impact of inflation, the costs of
constructing, operating, and maintaining government-controlled family housing has
outstripped the funds recovered from the quarters allowance forfeited by occupants of
this housing. This gap is expected to widen. The disparity between the cost and value
of government-controlled family housing and equivalent housing in the private
community have created inequities within the military compensation structure. OIy
about 30 percent of military personnel with dependents occupy government-
controlled family housing.
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In order to remove the compensation inequities caused by housing policies, the
decision has been made to develop a concept of renting public quarters at fair market
value. Development of this concept plus other refinements are contained in an
in-depth study of the Department's housing programs and include refinements to the
bachelor housing program as well. Approval of the development plan and any
subsequent implementation steps will be preceded in FY 1977 by proposed
adjustments to the compensation system.

5. RETIRED PAY

Unlike the federal civil service retirement plan, under which the Government
matches the employees' contribution (7 percent of annual salary) with one of its own,
the military retirement program is not covered by a pension fund. Military personnel
do not contribute to a retirement fund, nor does the Federal Government set aside
funds annually to pay for the accrued liability of future military retirement. Whereas
federal civil service retirees collect annuity payments from the assets of their own
pensior fund - or "savings account" - and thus help defray the accrued liability
costs, annuities for retired military personnel -- costs which are based upon formula
legislation - are funded through annual Congressional appropriations. Since these
funds represent military personnel who have retired, they constitute payments for past
services rendered and cannot be considered as contributing to current or future
defense capability. Indeed, they must be excluded from the Defense Department's
Real Program Value.

Retiree costs increase each time the Consumer Price Index increases at least three
percent from the previous base and we do not expect these costs to level out in the
next few years. Although we recognize that the accrued liability of future retirement
payments for current military personnel is a valid claim upon defense resources, we
must also recognize that military retirement annuitles are deferred obligations;
tomorrow's taxpayer supports today's military personnel. Therefore, the concept of
establishing a military retirement pension fund is being addressed in the Quadrennial
Review of Military Compensation. Current legislative proposals to modernize the
retirement system are discussed in detail in Chapter VII of this Report

6. FUNDING TRENDS

Since FY 1971, training, medical and other general personnel activities (including
retired pay), h ve accounted for slightly less than 20 percent of total defense costs.
We expect this trend to continue over the next five years. As the following chart
shows, the real purchasing power for Defense's centrally managed human resourcts
activities (excluding retired pay) has diminished. We anticipate that this diminution
will cease if total Defense Real Program Value is allowed to Urow at a minimum of twc,
percent annually.

The requirement to support e ,er-increasing health care system usage has masked tht
impact of management efficiency efforts to reduce the costs of our other human
resources activities. While increases in health care costs are expected to continue, we
are making every effort to contain this cost growth.
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C. Administration and Associated Activities

Last year, certain miscellaneous support.oriented elements of the Department of
Defense budget which are grouped together under major Program IX, Administration
and Associated Activities - Departmental Headquarters, Naval Petroleum Reserves,
Claims and Contingencies - were discussed. In the ensuing months, important
reductions in the Departmental Headquarters have been implemented and significant
developments iegarding our Naval Petroleum Reserves have taken place.

1. DEPARTMENTAL HEADQUARTERS

Departmental Headquarters encompass the Office of the Secretary of Defense-
Offices of the Serv;c^, Secretaries; OJCS; Army General and Special Staffs; Department
of Navy Staff Offices, Marine Corps Headquarters; and USAF Air Staff.

In 1973 a headquarters review program was initiated in the Department of Defense
to improve management effectiveness by reducing the number, size, layering and
duplication of headquarters and by updatnng and streamlining command relationships.
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Total reductions identified through the end of FY 1976 are about 25,600 manpower
spaces, based on the FY 1974 column of the President's FY 1974 budget. ')f this
total, about 19,200 people are in headquarters and the remainder are in defense
agency field activities.

Efforts to reduce the headquarters support manpower, consistent with overall
planning guidance and force objectives, will continue, with significant additional
headquarters reductions planned for FY 1977. Progress in these areas is discussed more
fully in both the Manpower Chapter of this report and the Manpower Requirements
Report.

2. NAVAL PETROLEUM RESERVES

Recognizing this country's growing energy needs the Department of Defense
continues to support the Navy program for accelerated exploration and development
of the four Naval Petrolcim Reserves (NPRs). This acceleration was begun in FY
1974, during the oil embargo, when the Congress a. propriated $59 million for the
increased development of these Reserves.

Following the accelerated NPR exploration and development program, there have
been several legislative initiatives with great potential significance for the future of
these Reserves. The first such initiative is a proposal by the President for legislation
which would allow full production from NPRs #1, #2, and #3. Under the President's
proposal, resources generated from this production would be applied to the continued
exploration and development of the NPRs, as well as the creation of the national
strategic reserve recently authorized by the Energy and Conservation Act Such a
reserve, with large quantities of oil stored at sites around the country and available for
rapid delivery when needed, combined with the fully developed NPRs, would provide
the means for ensuring access to uil should our import supply be interrupted.

Differing bills concerning future disposition and jurisdiction over the oil in the
NPRs have been passed by the House and Senate and are now the subject of the
House-Senate Conference. One provision contained in the House bill -- which the
Defense Department cont;nues to oppose - would transfer jurisdiction of the NPRs to
the Department of the Interior.

Enactment of legislation authorizing production from NPRs #1, #2, and #3 would
eliminate the need for funds in the defense budget to suppo, ongoing operations,
exploration, and development of all NPRs, provided that proceeu. from the sale of the
oil were applied for those purposes. Shown on the next page is a table giving the
funding levels requested for FY 1976, the transition period, and FY 1977. It should be
noted, however, that beginning with the FY 197T period, all funds for the NPRs are
budgeted in the appiopriation, Funds Appropriated to the President.

The five.year program begun in FY 1974 to develop NPR #1 to its projected full
production capacity of 400,000 barrels per day by 1980 is expected to cost
approximately $550 million. Thus far, 146 wells have been drilled and are capable of
full production. The $117.9 millicr;, requested for FY 1977 will provide for drilling
four exploration wells and 231 ar-ditiorial development wells as well as for associated
surface facilities.

The $20 thousand and $757 thousand requested for NPRs #2 and #3, respectively,
will provide funds for administering leases on the Reserves for operation, mainte-
nance, exploration and planning activities.

Exploration of NPR #4 is still in its initial stages Two out of a total of 26
exploratory wells have been drilled and 3,535 line miles of seismic survey work nave
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($ Thousands)

FY 76 FY 7T FY 77

NPR # 1 82,106 40,002 117,906
NPR #2 20 5 20
NPR #3 727 397 757
NRP #4 33,475 6,672 100,492
Oil Shale Reserves 600 250 1,300
Headquarters 772 174 825

Total 117,700 47,500 221,300

been completed thus far. The $100.5 million being requested for NPR #4 in FY 1977
will support the drilling of five additional exploratory wells and the completion of
approximately an additional 2,900 line miles of seismic survey work.

3, CONTINGENCIES

The two contingency fund element. are the Contingencies, Defense Appropriation,
an; the emergency construction portion of the Military Construction, Defense Agency
Appropriation. These two contingency funds provide the Department with a mar in of
flexibility within which urgent, unexpected and frequently confidential requirements
considered vital to our national security can be funded. It should be stressed that these
funds are strictly controlled; their use for any requirement can be authorized only by
the Secretary or Deputy Secretaries of Defense, and authorization is granted only after
all other possible funding sources have been explored.

Authority for any funds in the Contingencies. Defense, account which are not
obligated by the close of the fiscal year in which they are appropriated is considered to
have expired. At the end of FY 1975, none of the appropriated $2.5 million had been
allocated and the entire amount was returned to the Treasury Department on June 30,
1975. Thus far in fiscal 1976, no obligation of funds for Defense Contingencies has
been authorized.

Although no use of these funds has been authorized since FY 1974, their continued
availability is still considered important. They allow the Department to make
immediate and effective responses to unforeseen requirements when failure to do so
would be detrimental to this country's best interests. Therefore, we are again
requesting $5.0 million in FY 1977 for this account.

Unlike those funds appropriated for Contingencies, Defense, funds for emergency
construction in the Military Construction, Defense Agency Appropriations reflect both
new appropriated funds and prior year unobligated funds which are carried over to the
current budget year, since funds appropriated to this account remain available until
expended. In FY 1975, of a proposed $30 million total program, $10 million was
carried over from prior years. Thus far in the current fiscal year. approximately $9
million of the $30 million programmed has been obligated, $8.1 million of which was
for the urgent and unanticipated construction of modifications to existing U.S.
controlled facilities in West Germany to accommodate a mechanized combat brigade.
We are requesting a program of $30 million again in the FY 1977 budget for
emergency construction.
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4. CLAIMS

Each year numerous noncontractual claims are filed against the Department of
Defense. Claimants seek financial compensation for a variety of private property
losses, physical injuries, and foreign and miscellaneous claims. Settlement of these
claims is made with funds appropriated annually to the Defense Claims account, which
is divided into four categories of claims - personnel, tort, admiralty and miscel-
laneous.

Unlike the majority of other defense appropriations, Defense Claims funds cannot
be programmed in advance or precisely controlled from year to year. Funds required
for this appropriation are determined solely by the number, dollar value and amount
of settlement of claims filed against the Department in any fiscal year, and whenever
determined payable under existing statutes, settlement must be made. Moreover, we
feel it is only equitable that each claim be settled and paid as promptly as possible.

The cost per claim in each of the four categories fluctuates from year to year but
we have been experiencing a general trend toward higher costs per claim in recent
years. For example, the average cost per personnel claim - the largest of the claims
categories - has risen from $192 in FY 1972 to an estimated $285 in FY 1977. We
have experienced similar increases in tort settlements.

Several factors contribute to this increase in the cost of claims, a major one being
an amendment this year to the Military Personnel and Civilian Employees Claims Act
which increases the maximum settlement amount from $10,000 to $15,000 per claim.
A second important cause is the inclusion in the FY 1977 budget of a request for
funds for the settlement of several hundred claims arising from the rapid evacuation of
both U.S. civilians and military personnel from the Republic of Vietnam. Settlement
of these claims provides financial compensation for the loss of household goods,
automobiles, personal possessions, and uther effects which had to be abandoned.
Thus far, they average $3,800 per claim.

Other factors contributing to the rising cost of ciaims are: (1) increasing awareness
on the part of Defense Department personnel of the opportunity to file claims for
reimbursement, and (2) the increased standard of living reflected in significantly more
expensive household goods.

We anticipate a requirement for $82.5 million in FY 1977 for claims. However, in
light of the uncertainties associated with this account, i.e., the number and amount of
claims which will be filed during the fiscal year, we are requesting an "indefinite"
appropriation for FY 1977. By so doing we hope to avoid the delays in settlemen t
caused by restricted funds.
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VII. MANPOWER

A. Manpower Cost and Strength Trends

The escalating cost of manpower is having a major impact on the composition of
the defense budget. This is shown in Table VII-1 on the following page. Since the
pre-Vietnam war year of 1964, defense annual payroll costs have increased from $22
billion to $50 billion, while manpower levels have declined from 3.86 million to 3.14
million. As a percentage of annual defense outlays, payroll costs have grown from 44
percent to 55 percent. At the level of expenditures in the FY 1976 budget, that
represents a shift of $10 billion from RDT&E, procurement, maintenance, and
operations to manpower, in spite of the fact that there are 19 percent (716,000) fewer
military and civilian personnel on the payroll.

Over the same period the defense share of the federal budget has decreased from 42
percent to 27 percent, and its share of GNP has dropped from 8.3 percent to 5.9
percent, reflecting the ascendancy of social programs on our scale of national
priorities. Thus the overall growth in the cost of the defense effort has been restrained
in comparison with other national programs, and defense, in coping with the escalating
cost of manpower, has made substantial personnel reductions.

During the three fiscal years 1973-1975, the Department cut active military and
civilian manpower by 295,000-nearly 100,000 per year, Yet payroll costs claimed
about 55 percent of defense outlays in all three of those years. In FY 1976, in spite of
significant steps to restrain the growth of manpower costs (including a 5 percent limit
on increases in military and civilian pay), payroll costs will again exceed 55 percent of
outlays.

The factors driving up payroll costs have been the pay comparability principle
which was established to ensure equity for federal civilian employees, and the related
law which gears military pay increases to increases granted to federal civilians. These
factors, coupled with cost-of-living adjustments, have also been responsible for more
than half of the increase in the cost of military retired pay, which has grown from $1.2
billion in FY 1964 to $7.3 billion in FY 1976. The rest of the retired pay increase is
accounted for by the larger number of retirees we have today.

Looking to FY 1977 and beyond, Congress and the Executive face difficult choices
if we are to sustain an adequate defense capability. We must slow the growth of
defense manpower costs in order to assure an adequate level of resources for
development, procurement, maintenance of equipment, and the operation of our
forces. The options are further civilian strength reductions, further restraints on
increases in the average cost per member of the Department, or some combination of
the two. These options and the Department's proposed course of action are discussed
below.

1. STRENGTH REDUCTIONS

We cannot cut militart strength and still meet U.S. defense needs. Military strength
is now 600,000 below 1964 levels, while opposing military capabilities have grown
quantitatively and qualitatively. During fiscal years 1973-1975, 165,000 active military
spaces were eliminated; only substantial pruning within the headquarters and support
structure and greater dependence on the National Guard and Reserves has allowed the
Services to maintain, and in some areas increase, their combat forces. Significant
additional active military reductions cannot be accomplished without cutting into
force levels. Significant reductions in civilian employment might be accomplished if
associated with activity consolidations and base closures.
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TABLE VII-1
ESCALATING MANPOWER COSTS

($--BI LLIONS)

FY16 FYV197 FY17 FY 1974 FY 1975 FY197

Defeonte Outlays 50.8 76.0 73.8 78A 86.0 91.2

Manpower Outlays
Payroll

Military 13.5 23.6 23.9 24.4 25.9 26.6

Civilians
Direct Hire 7.3 12.8 13.0 13A 14.6 15.5
Indirect Hire* A .7 .7 a8 .7 1.1
Total 77 13.5 13. 14.2 15.3 16.5

Retired Military 12.U _U. _AA _la JA _.U

Total Payroll 22A 41.0 41.9 43.8 47.4 50.4

Percent cf Defeonte 44.1 53.9 56.8 55.9 55.1 55.3

Support'
Total Support 2.0 3.9 3.9 3.8 4.1 5.2

Percent of Defense 3.9 5.1 6.3 4,8 4.8 5.7

Total Manpower 24A 44.9 45.8 47.6 51.5 55.6

Percent of Defeonto 48.0 59.1 62.1 60.7 59.9 61.0

Strengths (000's. End FYI

Active Military 2,685 2,322 2,252 2,161 2,127 2,067

Civilians
Direct Hire 1.035 1,068 998 1.014 969 962
Indirect Hire' 140 .110 102a 96~ 89 98
Total 1,176 1,178 1,100 1,109 1,078 1,058

Total 3.861 3,560 3,352 3,270 3,205 3,145

Reserve Paid Drill 953 925 919 926 898 875

'Manpower support includes all nonpayroll costs of individual training, medical support
(including CHAMPUS). overseas dependents education, and recruiting and examining, plus
half of bass operations.

*Indirect hire civilians often are excluded from manpower costs and strengt.
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Given the need for a program balanced over the long run, the Defense Department
plans by end FY 1977 to reduce civilian manpower by 26,000 from the levels
proposed for the end of the transition quarter. A reduction of 36,000 paid drill
spaces is planned for the Reserve Components. The reductions are summarized below:

DEFENSE. MANPOWER STRENGTH TRENDS
(000)

Congress President's New Reductions
Actual Auth. Proposal for End: From

30 Sept 1975 End.FY 197T FY 197T FY 1977 FY 197T

Military 2,104 2,106 2,102 2,101 1
Civilian

(Dir. & Indir.) 1,076 1,064 1,062 1,036 26

Totals 3,180 3,170 3,164 3,137 27

Reserve Paid
Drill 896 895 875 849 36

Civilian reductions cannot be accomplished by mere "belt-tightening." Reductions
are tied to actions which require the full suppirt of the Congress for successful
accomplishment. One involves base realignments. The other involves continued
reductions in headquarters and headquarters support manpower.

Reductions in the Selected Reserve occur primarily because of the transfer of
40,000 (of 92,000) Naval Reservists from the Selected Reserve to the Individual Ready
Reserve. We still plan that these Naval Reservists will augment active forces as
individuals upon mobilization, and they will still be paid for two weeks active duty to
maintain their proficiency. However, they will not be paid for the 24 or 48 drills per
year which they are now authorized in addition to the two weeks. Strengths of the
remaining Reserve Components are being stabilized, and the strength of the U.S. Army
Reserve is being increased slightly.

The cost savings associated with these manpower reductions as they are phaied over
FY 1977 are $240 million in FY 1977 and $600 million in FY 1978.

2. RESTRAINTS ON THE GROWTH OF TOTAL COMPENSATION

The growth rate of the average cost per person can be slowed through two types of
initiatives:

-Restraining increases in military and civilian pay and in military retirement
annuities;

-Reducing or eliminating certain elements within the total compensation package.
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a. Limiting Pay Increases

The budget assumes that pay increases for GS civilians would range from three
percent to five percent. Since military pay is adjusted by the average percentage
increase given employees under the General Schedule, the military increase also will be
between three percent and five percent.

On Wage Board civilian pay, the budget assumes that legislation will be enat.ted to
reform aspects of the Federal wage system that result in defense blue-collar workers
earning more than their nongovernment counter-parts.

These changes would be implemented in a way which would assure that no
employee would receive less than a three percent increase in FY 1977. Defense
workers, both military and civilian, would thus receive increases in FY 1977 ranging
between three percent and five oercent. In total, these changes will save the
Department of Defense about $2.5 billion.

b. Reducing, Eliminating. and Adjusting Items in the Military Total Compensetion Package

Given the constraints on the defense budget and the major increases that have been
experienced in basic pay, several elements of total military compensation and other
military personnel costs have come under intense scrutiny, from both the Congresm and
the Executive Branch. Reductions have been proposed in proficiency pay, reenlistment
bonuses, terminal leave payments, paid graduate education, commissary subsidies,
CHAMPUS coverage, parachute pay, and flight pay.

Some of these actions have been approved and are already in progress, while others
are new initiatives which need prompt consideration and approval by Congress if they
are to be effective. The annual cost savings expected to accrue by FY 1980 from the
actions already approved will be about $500 million.

In addition, a saving of about $1 billion annually by 1979 will result from the new
methoo of allocating military pay raises approved by Congress in 1974. Prior to this
change, the entire amount of the matching pay increase was added to basic pay;
allowances for quarters and subsistence were not increased and thus fell farther below
the fair cost of quarters and subsistence. Under the new law, the percentage pay
increase is applied equally to the three pay elements-quarters and subsistence
allowances, and basic pay. The savings will be achieved in two ways: (1) the lower
rates of basic pay will reduce retirement costs, and (2) military members who are
furnished government quarters and subsistence in-kind in lieu of the corresponding
cash allowances in effect will be paying more realistic prices for those items.

Thus, in addition to the savings generated by limiting pay increases, nearly $1.5
billion will be saved annually by FY 1980 through adjustments within the total
compensation package which are already planned and approved.

Additional initiatives are now being proposed in the area of compensation and
benefits to restrain further manpower cost growth. It has been decided to propose
again a phase-out of the subsidy for operation of commissary stores over three years. It
is also planned to reduce enlistment bonuses. Other proposals include: a reduction in
the pay and allowances of cadets and midshipmen; several adjustments in pay practices
for members of the Ready Reserve, including elimination of dual pay for Federal
employees who are reservists; and conersion to a fair market rental system for on-base
military housing in 1984, achieved by allocating a greater portion of future pay raises
to quarters allowances. Most of these new initiatives will require legislative action. If
they are put ,nto effect in FY 1977, estimated annual savings for FY 1980 are about
$700 million.
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In summary, the annual cost savings which are estimated to result from these
approved and proposed actions to restrain increases in total civilian and military
compensation are shown on Table VII-2.

TABLE VII-2

SUMMARY OF ESTIMATED SAVINGS IN THE TOTAL
COMPENSATION PROGRAM

($ = Billions)

Annual
ACost Savings
Approved Items FY 1980'

Adjustments to Specific Elements of Total Compensation 1.5

New Initiatives

FY 1977 Limit on Civilian and Military Pay Increases' 2.5

Adjustments to Specific Elements of Total Compensation 0.7

Subtotal, Proposed Items 3.2

Grand Total, Total Compensation Items 4.7

FY 1977 dollars
'Asuming that later pay increases re not adjusted upward to compensate for the snaller

increases granted in the earlier years.

These actions are necessary if there is to be a balanced defense program. Unless
they are accomplished, Defense will have to have approved by the Congress a
supplemental budget request, or be forced to cut combat force structure or
non-manpower programs such as research and development or procurement. The
cooperation of the Congress will be essential.

In accordance with law, the Defense Department is engaged in the Third
Quadrennial Review of Military Compensation IQRMC). The Department has chosen
to investigate comprehensively all aspects of direct and indirect military compensation
because only through such an approach can the composition and cost of total military
compensation be established. As such, it will be the first comprehensive review since
1967. The Department plans to report to the Congress on the conclusions and
recommendations of the Third QRMC in calendar yewar 1976. As of December 1975,
the ORMC effort had identified all potential elements of compensation, and now is
evaluating their cost to the government and benefit to the military member. The
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results of this review are essential to the development and evaluation of new
compensation systems concepts, such as a salary system, which have been discussed
from time to tine.

3. MILITARY RETIREMENT

The annual cost of military retirement has increased six-fold in the past twelve
years owing to the combined effects of inflation, increases in active duty pay, and
increases in the number of personnel eligible for retirement benefits. Retirement costs
are $7.3 billion for FY 1976, representing eight percent of total deferise outlays and
14 percent of manpower "pernses. In FY 1977 the cost will be at lea,,t $8.4 billion.

The annuity for a new retiree is based on his basic pay at retirenent, and thereafter
Is d.. d periodically to keep pace with inflation, as measured by changes in the
Consumer Price Index (CPI). The projected annual cost of military retirement for
three sets of assumptions about the annual adjustments in base pay and in the CPI are
shown below; past and current year costs are given for comparison:

PROJECTED ANNUAL COST OF MILITAR1Y RETIREMENT'

Actual Budget Projected
FY 1964 FY 1977 FY 1980 FY 1990

Number Receiving Annuities
(000) 411 1,170 1,271 1.514

Annual Cost (Billions) with
Average Annu&l Adjustments
After FY 1977 of:

Base Pay CPI
(Percent) (Percent)

0 0 $1.2 $8.4 $9.6 $11.1

6 4 $1.2 SB.4 $10.6 $19.6

7 41/2 $12 $8.4 $10.8 $21.3

Inctudes both annuities to retires and annuities to survivors of retiree,

One legislative initiative to reduce the out-year retirement costs is the proposed
Military Retirement Modernization Act submitted initially to the Congress in 1974.
Passage of the Retirement Modernization Act as proposed would not generate savings
in the near term, but could accumulate savings of $12 billion by the year 2000,

4 assumit, I wage (seven percent! ind CPI (four percent) adjustments. Congress is urged
to move expeditiously on the Act.
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In the meantime, in an effort to generate near-term savings, it is being proposed to
eliminate for FY 1977 and after the one percent "kicker" now added to retirement
annuity increases. This step seems justified because the current system for adjusting
annuities appears to over-correct for the actual cost-of-living increase. It would save
about $400 million annually by FY 1980, assuming an annual increase of 4.5 percent
in the Consumer Price Index.

4. PERSONNEL TURNOVER AND TURBULENCE

Personnel turnover is high within the Defense Department because nearly 80
percent of those who enter the Services serve only one term of three or four years. In
addition, there is a good deal of movement within U.S. forces, partly caused by the
high rate of turnover, and partly by the difficulty in matching tours of duty with
terms of service. Defense continually seeks ways to reduce turnover and turbulence
because both are costly, not only in budget terms but also in terms of their adverse
impact on readiness.

The Defense Department spends over $1.5 billion annually for Permanent Change
of Station (PCS) moves. In addition, the military manpower program provides for
around 85,000 man-years for personnel involved in PCS travel and the associated leave
(transients) whose costs are not included in the $1.5 billion figure.

A significant amount of personnel movement must be expected. Nonetheless,
excessive personnel turbulence is disruptive to management continuity, unit readiness,
and the morale of military members and their families. To minimize excess turbulence,
we have developed new policies which cover all of the major determinants of personnel
movement, including terms of service, first-term attrition levels, and
assignment/reassignment procedures for first-term and career personnel.

B. Total Force

1. VOLUNTEER FORCE STATUS

a. Statkoal Review

The active aWI reserve forces are meeting their basic military strength objectives.
Quality of non-prior-service accessions, as measured by educational levels and mental
capacity, is improving and is higher today than in FY 1964, the last year in which we
had a peacetime draft, as shown.

NON-PRIOR-SERVICE ACCESSIONS
ALL SERVICES

High School Graduates Of Average or Above Mental Ability
FY 1964 FY 1974 FY 1975 FY 19761 FY 1964 FY 1974 FY 1975 FY 1976'

(Percent) -- Percent)

68 66 72 80 85 90 94 96

'July-December
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Recent high unemployment rates have helped achieve higher quality entrants. While
substantial improvements in civilian employment opportunities could reduce the
availability of high school graduates, the ability of the Services to attract and retain a
sufficient number of qualified personnel at current strength levels is expected to
continue. Longer terms of service and reduced first-term attrition will produce lower
annual recruiting objectives which will help in meeting our recruiting goals in an
improved employment climate. Analysis of the supply of qualified young people over
the next ten years reveals no major problems, and improving public attitudes will have
a beneficial impact on both active and Reserve Component recruiting. However, the
elimination of the two-year enlistment and the prospective loss of G.l. Bill educational
benefits for new enlistees are expected to have an adverse impact on our ability to
recruit high-potential personnel, and therefore we must continue to maintain a
balanced, well-focused, energetic recruiting program.

Of the enlisted force, 16 percent are black - slightly higher than the proportion of
blacks among the general population. The percentage of black enlistments has dropped
somewhat during the past year, as Table VII-3 shows:

TABLE VII-3

BLACKS AS A PERCENT OF ENLISTED ACCESSIONS

FISCAL YEAR ARMY NAVY MARINE CORPS AIR FORCE DOD

1972 15 13 18 13 14

1973 19 11 21 14 16

1974 27 11 21 16 21

1975 23 10 19 15 is

Retention rates for black and non-black enlistees are not significantly different, and
both rates have been increasing.

By the end of FY 1976 the number of women in the Services will have increased
more thn 150 percent from June 1971. Further increases are planned as shown
below:

RE&PRESENTATIONd OF *OMEN VITHIN TOTAL
MIITARY STR ENGTH

FV 1 94 F F V 9M

'I.-169 JD 422 "19 01

8s 1777 212 23S 247

M..n.Co.p 23 2' 22 31 40

k Fo., 748 242 342 348 467I

TO W O 420 Y41 960 7701 123
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b. AFEES R.ompniation and Standardized Tooting

Since 1986, the Armed Forces Examining and Entrance Stations (AFEES) have
administered initial qualification tests for Army and Marine Corps recruits and have
conducted physical examinations and administrative processing for recruits of all
Services. Lost year we undertook a series of initiatives to improve the efficiency of
AFEES operations, and also to give AFEES a greater and more independent
quality-control role In the recruiting process, particularly In the area of testing.

The first steps were: (1) to standardize enlistment agreements and reduce and
standardize the other recruitment forms among the Services; (2) to develop a common
enlistment qualification test for all Services to be administered only by the AFEES;
and (3) to conduct an industrial management survey to evaluate and improve workload
standards and manning levels at the AFEES. Enlistment forms have been reduced by
89 percent and the remainder have been standardized, at a GAO-estimated annual
savings of $1.50 million. The common testing of all prospective recruits by the AFEES
began on 1 January 1976, and the AFEES itself soon will be removed from the
operational control of the Services' recruiting organizations. These changes serve to
separate the quality control from the production functions, increasing the AFEES
ability to monitor quality entrants and reduce the potential for recruiter malpractice
and fraudulent enlistments. The consolidation of all testing in the AFEES has enabled
us to make small savings in manpower (217 man-years). We are now reviewing the
industrial menagement survey to see whether further efficiencies are possible.

To strengthen the Total Force, promote standardization, and relieve Reserve
Component unit commanders of unnecessary administrative burdens, the AFEES will
soon provide additional administrative support for Reserve Component enlisting
processing. The AFEES currently test and process new accessions for a significant
portion of the reserve community, but now all Reserve Components will move toward
AFEES processing in two phases. Phase I, beginning April 1, 1976, calls for the
addition of mental testing for Reserve Component iiun-prior-service accessions to thu
maximum extent possible. Phase II, beginning October 1, 1976, will expand AFEES
processing of non-prior-service applicanti to include, wherever possible, initial
administrative procesing, input of information into Reserve Component Personnel
Data Systems, physical examinations, and administration of the oath of enlistment,
The ultimate goal is to allow AFEES processing for substantially all Reserve
Component non-prior-service applicants.
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c. Office Procurement

(ii Minorities

Although Defense is encouraged by its overall record as an equal opportunity
employer, the Department is concerned about low minority participatio' In the officer
ranks. Each of the Services is seeking to increase minority officer procurement and
strengths.

(2) Women

The most visible development regarding women officers will be the entry of women
in 1976 into the Service Academies. The Services have approached the initial program
on a cooperative basis, emphasizing a single "track" approach to the training of
women, which allows for only minimum differences based on physiological require-
ments and legal and administrative restrictions against the use of women in combat
roles.

13) ROTC Retucturing

Each of the Services has identified ROTC units which have failed to meet the
Department's test of minimum enrollments (17-20 stuw..'s in the junior year). Since
the continuation of such units results in significantly higher personnel costs, at least 31
units are being considered for dis.establishment in 1976 with annual cost savings of
almost $3 million. Another 32 units are under evaluation. In addition, the Services are
reviewing units collocated at the same college or university, particularly where one of
the units is small. Elimina'tion of the unit from one Service could bolster the
enrollment of the remaining unit or units.

In addition to the ROTC restructuring, shorter lead-time programs - such as a
two-year Collegiate Commissioning Program similar to the Marine Corps Platoon
Leaders Class - are being examined. Such programs could be used at colleges and
universities not having ROTC units.

is. Initia Tining of USaet Rem Peronnel

At the beginning of FY 1975, there were approximately 16,000 non.prior-service
recruits awaiting Initial Active Duty Training for the Selected Reserve, During 1976
this "backlog" of untrained personnel reached an approximate peak of 32,500. By the
end of October 1975, the backlog had been reduced to about 23,000, and the trend is
continuing downward. Of those now awaiting training, 21,000 have confirmed starting
dates and school reservations.

I RESERVE COMPONENT INITIATIVES AND DEPLOYMENT PLANNING

Defense Total Force Policy requires that all manpower segments be considered in
defense planning and in the allocation of defense resources. These include active
military, direct and indirect hire civilians, contract service manpower, and reservists
(both reserve unit personnel and trained individuals). It also means that we must
consider the capabilities of our allies as we determine how best to meet our military
obligations. The application of this policy has highlighted some weaknesses in the
defense program, and as a result corrective action has been initiated in several areas. In
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particular, the Defense "Study of the Guard and the Reserve in the Total Force",
published in the summer of 1975, has led to a number of initiatives to improve the
Reserve Components and the mobilization process. The major new initiatives are
described below.

a. Integration of Reserve Component Units into the Wartime Planning and Programming Proem

Plans for a successful conventional defense in Europe rely heavily upon early
deployment of reserve units, particularly as we reduce support forces in Europe under
Public Law 93-365 (the Nunn Amendment). We are adjusting our deployment plans
for major contingencies to assure early development of reserve units which are combat
ready and mission capable. This improved planning is an essential step in integrating

the active and reserve units and manpower into a coherent Total Force.

b. Improvement of the Condition of Roee Units

Because we are asking reserve units to be prepared to move early and fight or work
beside their active counterparts, we must assure that these units are properly equipped,
manned, and trained. Reserve units will have, as much as possible consistent with their
part-time status in peacetime, the same modern equipment and the same standards for
training as do active units of the same type. For example, we are programming modern
tanks for all of our Army Reserve Component tank units, better ships for the Naval
Reserve Force, first-line aircraft for our Naval and Air Force Reserve Cor iponents, and
modern tanks, antitank guided missiles and aircraft for th,; Mar;ne .rps Reserve,
Early-deploying units will also be manned at higher I vels in peacetime than
late-deploying units, in order to minimize their reliance on f'ei.

Considerable progress has been made in training readiness. In 1975. 76 ercent of
Army Selected Reserve units reported achieving a training readiness cond'?'on of
"marginall, rekyy" or better. The Naval Selected Reserve has been restructured for
improved readiness. Almost all Air Force Selected Reserve units are early deploying
units and have the capability c mobilizing within 24 hours and deploying within 72
hours.

a. Retrubring the Total Fore*

We believe that the current balance between the active and Reserve Components is
about right. However, w. are making structure: .- ,ustments which will improve our
capability.

In the Army Reserve and Army National Guard we have identified units which
would not be needed until late in the deployment schedule. We are moving many of
these units into the unmanned component of the force structure to be activated after
mobilization; we will replace them in the Selected Reserve with more combat and
essential support units. The Army has worked out a three-year program for converting
about 30,000 spaces in this marner. The Army is also identifying low-skill positions
that we would not need to man in peacetime with paid drill reservists.

The Army is testing the concept of an antitank infantry battalion formed around
the unique capability of modern antitank guided missiles. Such a unit could be in
either or both the active and reserve forces, but would be ideally suited for the reserves
because it could be relatively more easily trained and moved. Antitank battalions
could be a major facor in allowing NATO forces to counter the adverse balance of
tank power in Europe should hostilities occur.
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The Navy Is reviewing the active and reserve personnel mix of both active mind
reserve ships. The extent it) which reservists can be used to augawrnt activo ships upon
mobilization without Impairing the peacotime condition eind capability of the ships is
being tested. Similarly, the extent to which reserve shipls must have an active duty
peacetiore complement in older to assuro proper condition is biting tested. Tito results
of these two tests will allow us to refine policies for manning.

In antother adjustment, the# Navy is making impro dd use of Its two reserve carrier
ait winigs by providitig th~em with increased training anid by testing tho feasibility Of
employing one of thou wigs on an active carrier within two weeks after mobilization.

The Air Force Is well along in the itooation of its active slid reserve forcs, placing
strateglic jet taoker aircraft inl the reservos and plarining ito provide first-litie fighter and
tactical airlift airciaft it)o ll reserve units. Tit,, success of tthe Air Force Resevev
Associate Stiuadrons hits boen aid continues to be a good example of the beneficial
reisults of the Total F re Policy.

Tite Army cotifr.os it) imptrove its highly successful of filiation prtogram for active
combat divisionsi and reserve brigades. Selected eserive brigodes will tw assignedt to
four of the 16i active divisionis prtogrammed fot F Y 107.

The Armyv's present commannd structure would require almost complete rorganiza-
tioni uplon mobiihiation. Thetefore. the Army is developing andi evaluating a new,
single. integrated wartime 01a111 of command lan lon this Total Army Force, including
Selected Reserve uits. Thto new corncept will involve preassignimont of Selecteld
Reserve units to at wartime choirs of comrnaiid. Guard units, of courise, will remnr
unider state control iln peacttimo. LNit would kn~ow in advance their inlitial wartime
higheroi dqatr assignment Consequcittly, the command otgarniiritio1 call be
e'nercised anti testedl III lircotirne.

&. TRAINED MANPOWER POOL REQUIREMENTS

Theo Armoid Forces must havo access ito a po~ol of perlsonneol with military trainiig
and4 olipioleo fto meet their1 totall manp11ower mobiliratiol neeods dJuring the peiodt of
monthls fromt 11obeiateoll uril thei draft could doliver arred the ti air'eng elstablishment
ouild prodfuce tvarrited persolnel These, traiid individuals otre needed tol

f1r 1114 ac'tive anld 11eserve CoiiIort nI t11 flori peacelitimle to) war tille stnetlns.1%

i-ill un11.it tilte activatedl alterl mobIlilliatror. and16

Ir ovide elaren t fill losses ear11lt In war

Currently, there are threeti rnutwdate. forrnalitod sources of tr aind manpower. the
llidividual Ready Reserve ORR)lil te stundbV Reserve, and the Retired Resvev The
IRII traditnonlalilylhas been tXomnsidererd as the primary source betcause it was large
eniotigh to meeit Al Sviwe rneds, and because it conisisted of indivrduals whose
reneing111 military obligatiollnumade them sirbiect to being called up by the President sin
anl (110einergrw fI the all1 voluteerv force, hlowever, wtt have fewr pkoplet enter0ing thet
I HR each yetar. and are okiper rencingy large loviis as thre last of thlt draftees complete,
their pesiod of obligation., Thto Army 1IR rs currently profected to rii l t about
200,000 beolow frquirements Ill thet earlyV 10"U We must thee efolt' fid a new
solutitm Amoing ithe possibilitius are, thet followirng
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-Increase the length of the military obligation for active and reserve volunteers;

-Eliminate the prsent provision that requires transfer of an individual upon his
request from the IRR to the Standby Reserve for his last year of obligated service.
This too would help to stabilize the size of the IRR at a higher level; and

-Require that personnel being separated keep their Service informed of their
location and physical condition for a specified period after they leave the Service.
They could then be called back to active duty in an all-out emergency, but only with

Congressional approval.

The management and maintenance of a trained manpower pool of sufficient size

and capability to meet our mobilization needs has emerged as a maior challenge to
defense. More answers are needed and are being energetically sought,

4. PL 93.365 (NUNN AMENDMENT) ACTIONS

One of the Department of Defense initiatives to improve manpower efficiency has

been a broad program over the past two years to convert military headquarters and
support activities into increased combat strength. The requirements of the Nunn
Amendmdnt have provided an important impetus for these efforts. The Amendment
required a reduction of 18,000 military support positions in Europe by the end of FY
1976. It also authorized the Secretary of Defense to replace support position
reductions with an equivalent number of combat positions.

ThQ following support reduc.ions were made in FY 1975 or ate planned for FY

1976:

FY 1975.1976 Nunn Amendment Support Reductions

Current ,lan PL 93.35
Army Air Force Navy -Total Requirement

FY 1975 6,000 1,626 1,108 8,734 6,000

FY 1976 6,175 2,765 458 9,398 12,000

Totals 12,175 4,391 1,566 18,132 18,000

The following combat increases in Europe have been programmed to date:

FY 1975-1916 Combat increases

Army Air Force Navy Total

FY 1975 5.886 -1,215 310 4,981

FY 1976 6,89 2,349 290 8,928

Totals 12,175 1,134 600 13.909
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The Department is examining various additional combat increases and expects to
increase combat forces by the full 18,000 permitted under the law.

Principal combat increases so far consist of two Army mechanized brigades, three
combat engineer battalions, two field artillery battalions, an attack helicopter
company, and increased manning of existing combat units. Air Force additions so far
identified include an increase in tactical fighter crew ratios, the deployment of a
Tactical Air Control System to Germany, an increase in tactical airlift aircraft, the
d'aployment of an F-5E squadron to the United Kingdom, and the deployment of a
Loran-D system to West Germany.

Between 1964 and 1976, U.S. military strength in Europe will have declined
approximately 23 percent. By the end of FY 1976, however, we will have the same
number of Army brigades and almost the same number of tactical air squadrons that
we had in 1964. Thus, most of the strength reductions over this 12-year period have
been support reductions. On the whole, we are satisfied with this shift in emphasis.
However, we intend to continue examining support requirements for our Europe-based
forces, with particular emphasis on prospective wartime needs. Mobilization and
deployment plans must be carefully dove-tailed with our peacetime European force
levels and the capabilities of our allies. We now have underway a comprehensive
examination of our mobilization and deployment plans and planning process.

5. DEPLOYMENT LEVELS

Table VII-4 below shows the numbers of military personnel stationed overseas as a
proportion of our total military manpower since FY 1964:

TABLE VII4
Deployed Strengths'

(000's)

Actual$, at End: Planned for End:
FY 1964 FY 1968 FY 1973 FY 1975 FY 1976 FY 1977

Number of Military
Overseas (000)

Europe and Related

Areas 403 319 320 314 313 312

Pacific Area 243 860 199 156 145 141

Othef 73 19 23 15 9 9

Total 719 1,200 542 485 467 462

Percent of Total Military
Strength 27 34 24 23 22 22

t Ashore and Afloat
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The FY 1977 budget represents a program that provides for the lowest number of
military personnel deployed overseas, both in absolute and in percentage terms, since
before the Korean War.

I
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VIII. MANAGEMENT

This final chapter of the Defense Report describes the Department's recent
management accomplishments and plans for the future as they relate to these five
areas*'

-Planning and Organization;

-Weapons System Acquisition;

-Improvements in the Support Structure;

-Industrial Mobilization Base; and

-Energy Management and Conservation.

One issue that must be raised beforehand concerns the reporting requirements and
funding constraints placed on this Department by the Congress.

Congressional staffs with the responsibility for overseeing defense have grown from
some 100 to nearly 300 in the last decade. Over a similar period, the number of GAO
defense specialists has increased from about 800 to over 1,300. As a result of this
growth, the Congressional committee reports and legislation and GAO reports on
defense have become more extensive. It is important, in the period immediately ahead
to seek the proper balance between oversight and management flexibility, as the new
Congressional planning and budget procedures are implemented.

A. Planning and Organization

1. PLANNING

The Planning, Programming and Budgeting System (PPBS) continues as the
framework for the planning and execution of the defense program. The PPBS was
designed in 1961 as a single, coherent management system to provide information for
decision-making on missions, force levels, weapons systems, and major resource
allocations. At that time, all Department of Defense resources were segregated into
major mission and support categories which became the ten "programs" of the Five
Year Defense Program (FYDP) and their program elements became the "building
blocks" for decision-making and resource allocation.

Although many minor changes have taken place, the structure in its entirety has not
been reviewed in depth since 1967. For this reason, and in response to the
Congressional Budget and Impoundment Control Act of 1974. we have undertaken a
detailed study c; the FYDP structure and PP8 process, The overall focus will be on
improving our m inagement information needs and on improving our ability to respond
to the requirements of the Congressional Budget Act of 1974. Improvements made in
the FYOP structure and PPB process should be reflected in the calendar year 1977
procedures leading to the FY 1979 budget.

Also in response to the Congressional Budget Act, the Department has provided our
out-year authorizat;on requests to Congress, and a tentative five-year projection of
defense total obligational authority.
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a. Managiment by Objective Program

The PPB system is supplemented by the Management by Objective (MBO) program.
Currently, the Department has about 100 separate actions identified for increased
management attention during FY 1976. These actions are designed to translate
defense management initiatives and ideas into current and future planning objectives.
This past summer the President chaired a meeting at the Department in which the
major defense components reviewed their progress toward the established MBO goals
which were discussed in last year's report.

b. Committee on the Organization of Government for the Conduct of Foreign Policy (Murphy
Commission)

In response to recommendations of the "Murphy Commission" on the Organization
of Government for the Conduct of Foreign Policy, the Department took steps to
increase involvement of the Office of Management and Budget (OMB) in the PPB
process, including OMB participation in the Summer Program Review. Previously, a
Joint Budget Review, conducted by OMB and OSD, was held in the fall, after the
defense components had submitted their budgets. Participation by OMB earlier in the
budget cycle has resulted in a more productive effort. The Department continues to
analyze other sections of the Commission's report, seeking to improve internal
procedures and coordination mechanisms with other federal agencies and the Congress.

c. Use of Advisory Groups

One area which has drawn Congressional criticism in the past is the role of advisory
groups. Following enactment of P.L. 92-463, "The Federal Advisory Committee Act",
the Department of Defense strengthened its internal management controls over
advisory committees to ensure compliance with the law. Advisory committees have
been reduced over the past two years and are now used only when existing staffs are
unable to fulfill a key defense requirement.

However, advisory committees continue to provide valuable advice on acquisition
management, education, electronics, logistics, telecommunications, and environmental
matters. They also contribute a balanced view and fresh insights from all sectors of
government and industry.

2. ORGANIZATIONAL IMPROVEMENTS

a. Unified Command Plan

Last year's Defense Ripot mentioned the serious consideration that the Depart
ment was giving to a major reorganization of the Unified and Specified Comlatant
commands. These deliberations have resulted in a revised Unified Command Plan
which was approved and implemented in June 1975. The Unified Alaskan Command
has been dis established and the Unified Continental Air Defense Command h',s been
converted to the Specified Aerospace Defense Command. There were also some siight
changes in area responsibilities and missions. The current Unified and Specified
Commands are: Unified-Commander-in Chief Europe; Commander-in-Chef Pacific;
Commander in-Chief South, Commander in-Chief Atlantic; Commander in-Chief
Readiness. Specified-Strategic Air Command; Aerospace Defense Command.
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b. SnATO

On 24 September 1975, the Council of Members, Southeast Asia Treaty
Organization (SEATO), directed that the organization should be phased out and the
SEATO Secretary General was to prepare a detailed plan for disbanding the
organization and its activities. (There is currently no plan to abrogate the Manila Pact,
the treaty upon which the SEATO organization is based.) The U.S. is currently
represented by seven U.S. military personnel authorized in the SEATO organization,
plus approximately 35 U.S. military personnel assigned to the SEATO Medical
Research Laboratory.,

The Council recognized that many of the organization's activities, including the
SEATO Medical Laboratory which specializes in tropical diseases, are of continuing
value and might be continued. Accordingly, the Secretar General and the negotiating
bodies have been directed to explore other auspices for the support of these valuable
activities.

B. Weapons System Acquisition

The Defense Systems Acquisition Review Council (DSARC), composed of the OSD
principals concerned with systems acquisition, continues as the principal advisory
group to the Secretary in major system acquisition matters. Acquisition programs are
examined in detail at several phases of the PBS process and receive particular scrutiny
on an individual level a minimum of three times by the DSARC. These three milestone
reviews are:(1) prior to entering into Advanced Development; (2) prior to entering into
Full.Scale Development; and (3) prior to proceeding with Production and Deploy-
ment.

A key element of each DSARC review is the OSD Cost Analysis Improvement
Group (CAIG) assessment of the program manager and Service cost estimaes The
CAIG provides tha DSARC with an independent evaluation of the validity of both
estimates and thii assumptions made in their preparation. The CAIG has made
significant progress toward its primary goal of providing more realistic cost estimates
on defense programs. Cost estimates are no longer simple advocacy expressions.
Vigorous reviews of costs are now carried out both within each Service and within
OSD. While the cost of defense programs has admittedly risen as a result of
unanticipated inflation in FY 1974 and FY 1975, constant dollar estimates made in
the last three years have proved to be substantially more accurate than cost projections
made in previous years.

1. COMMISSION ON GOVERNMENT PROCUREMENT

The Department continues active participation in the interagency advisory group
developing Executive Branch positions on the Commission's recommendations. There
are currently 149 recommendations and their status is as follows:
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Accepted - Implementation Completed by Office of
Federal Procurement Policy (OFPP) 30

Accepted - Implementation Pending by OFPP 54

Rejected 15

Referred to OFPP with Recommended Positions 33

Deferred to the OFPP 9

In Process by GSA Staff 6

Offi-ial Agency/Private Sector Views Pending 0

Interagency Task Group Reports Pending 2

TOTAL 149

As recommendations arc accepted by thi Executive Branch and implementation
documents are promulgated by OMB or GSA, we immediately take implementing
acvions within the Department of Defense. This is done on a priority basis and usually
consists of revisions to the Armed Services Procurement Regulations or the issuance of
written directives.

One of the important areas of the Commission's report deals with the acquisition of
major systems. There are twelve recommendations in this area dealing with needs and
goals for new acquisition programs, exploring alternate systems maintaining
competition, limiting premature system commitments, withholding production ap-
proval until reconformation of the need and successful testing, and delegating decision
authority to the operating agency components, except for key milestone decisions
which are made by the agency head. These recommendations generally reflect existing
Department of Defense policies and procedures; thus, we do not foresee significant
difficulties in implementing them within the Department of Defense.

2. SERVICE REVIEWS

All Services have recently completed reviews of their organization and procedures
for material acquisition, Considerable attention was also devoted to the identification
and implementation of personnel management policies which would ensure assignment
to acquisition programs and advancement of the most qualified personnel, military and
civilian.

The Army's review resulted in 172 specific recommendations and included such
additional areas as production testing and costing. The Navy report, completed in
January 1975, contained over 250 recommendations in essentially the same areas. The
Air Force subsequently reviewed both reports for applicable recommendations. The
individual Services have essentially completed those actions which could be
unilaterally implemented, as for example, the collocation of the Procurement
Contracting Officer with the Project Manager (Navy), the revision of Fhipbuilding
progress payments to reflect percent of physical progress rather than cost incurred
(Navy), and the implementation of formal selection procedures for project managers
(Army). The thrust of most of the actions has been to improve organization and
achieve a general upgrading of the caliber of personnel assigned acquisition
responsibilities.
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3. ACQUISITION ADVISORY GROUP

An Acquisition Advisory Group, chartered under the Federal Advisory Committee
Act in April 1975, has examined and assessed the recommendations made by the
Services to change the current procedures or policies of the Secretary of Defense for
major weapons system acquisition. The Department has received the final report of the
Group and its recommended actions are being reviewed for implementation.

4. PROJECT MANAGERS

Previous Defense Reports have discussed in detail the Department's efforts to
improve the management and training of personnel engaged in material acquisition.
Major goals have been to improve the quality of personnel assigned to project offices
and to reduce the rate of personnel turnover.

All Services have developed strong programs in this area and their efforts are
beginning to bear fruit. For instance, tho increased importance attached to project
management has resulted in a rising demand for graduates of the Defense Systems
Management School (Ft. Belvoir) and an increase in the number of highly motivated
personnel seeking this training. Student output has increased threefold in the past year
resulting in a marked increase in the availability of trained people for many critical
acquisition management positions.

Service performance in reducing turbulence among key management personnel has
also been encouraging. Since 1972, for example, Navy has increased the average tenure
of their project managers from two years, four months, to over three years. Nineteen
projects have had their present manager or deputy for over four years.

While the short-term results of these initiatives are heartening, continued success in
attracting quality personnel will largely depend on how tours of duty as project
managers affect future career opportunities. Early indications are encouraging.

5. CONTRACT ADMINISTRATION

To improve efficiency and productivity, we are taking a fresh look at the role of
government in contract administration. A major study, called Forward Look, which
will make a comprehensive and critical appraisal of existing operating policies,
management practices and organizational structures in this area, is currently underway,
with completion expected in early CY 1976. The goal of this study is to identify both
simplified and streamlined management procedures and to provide an improved
management philosophy for the future. We intend to establish a forum for the defense
industry to present their views on existir government policies, their possible adverse
inpac! on contract performance, and specific suggestions for improvements.

6. MILITARY SPECIFICATIONS AND STANDARDS

During the past year a task force of the Defense Science Board studied the
specifications and standards used in material acquisition and found that they were
basically sound. However, misapplication appeared to be driving acquisition costs up
unnecessarily. As a result, we have taken steps to ensure that:

-Specifications are reviewed to ascertain their applicability to a partliculat
equipment or system;
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-Only necessary portions of the specifications are applied; and

-Cost-driving specifications are afforded particular scrutiny.

In addition, the Services have established review boards which challenge specifica-
tions and standards used in contract solicitations.

7. CONTROLLING FUTURE OPERATIONS AND SUPPORT COSTS

During the past two year;, a great deal of attention has been given to the problem
of controlling and reducing the out-year costs of our weapons now in and entering the
development cycle., While this is a long-range problem requiring development of better
management approaches for effective implementation, a number of specific actions are
now being taken.

A Defense Design-to-Cost Directive was issued in May 1975 and outlines the
approach to be taken to maintain visibility of and for management of Operations and
Support (O&S) costs, as well ai unit production costs.

Significant effort has been directed to the improvement of O&S cost estimating
techniques. A draft revised O&S costing guide for aircraft has been prepared and is
now being reviewed prior to publication for Service use and a draft set of O&S cost
element definitions for ships is being reviewed prior to publication as a standard cost
estimating framework.,

C. Support Structure Improvements

The Department is continuing to improve the efficiency of the support structure so
the resources saved can be diverted to the combatant forces. Major efforts in this area
are described below.

1. BASE REALIGNMENTS

Last year's statement reported accumulated actions for 1974, including 216 base
realignments, which would produce eventual predicted savings of $548 million a year.
The majority of these actions were contained in the base realignment announcement
of November 1974, which affected 40 states and which have resulted in elimination of
over 25,000 military and civilian positions. A major portion of the resources to be
freed by these actions will be reallocated to increase our combat capability. However,
a number of these actions involving Air National Guard realignments related to air
defense have subsequently been cancelled. In addition, because of an increasing trend
on the part of local communities to use the courts to stop or delay base closures, this
program is not proceeding on schedule. Among the actions against which court suits
have been filed are the closure of Frankford Arsenal, Pennsylvania; the realignment of
the Air Force Communication Service, Richards-Gebaur Air Force Base, Missouri; and
the phase down of the Lexington-Blue Grass Army Depot, Kentucky.

Congressionally-encouraged efforts to decentralize defense activities out of the
National Capitol Region (NCR) are meeting with similar resistance. In 1971, the
military departments were allocated targets for vacating administration space in the
NRC by 1977. While progress toward our goal has been achieved, the trend toward
litigation in relocating actions may make future planning for additional relocation of
activities from the NCR extremely difficult. Despite this trend, efforts to reduce the
defense presence in the NCR through selected relocations will continue.
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As part of the President's program to reduce budget growth, a number of additional
base realignments will have to be studied. Congress will be informed of these actions as
plans are completed.

2. STANDARDIZATION OF MANAGEMENT SYSTEMS

The effort to standardize management systems continues along the lines described
in previous reports. At the beginning of this year the program, consisted of 39
projects primarily in the Installation and Logistics and Comptroller areas. Eight have
been or are planned to be completed this fiscal year.. Twenty-five are longer-range
projects and will be completed during FY 1977 or later. Remaining projects were
either deleted or incorporated into other programs following detailed study.

The eight projects completed or to be completed this year include better enlisted
personnel management and more efficient retail inventory stockage policy. In five of
the remaining 25 projects, assignments have been made for Defense-wide standardiza-
tion and automated system design. They include warehousing and shipping systems,
maintenance data collections and civilian pay systems.

We are continuing efforts to expand this program beyond the original 39 projects
and have identified 13 candidates which we have under preliminary study.

3. SUPPORT COST ACCOUNTING BY WEAPON SYSTEM

This program was first discussed in the FY 1975 Defense Report and has progressed
steadily during the past two years. It quickly became apparent that success in this
program would depend on the standardization of cost accounting systems for
equipment maintenance. In order to bring this about we issued a Department of
Defense handbook in October 1975, prescribing uniform policies and procedures for
Depot Maintenance Cost Accounting. The first implementation of these cost
accounting procedures is scheduled for January 1976. In a related development, in
July 1975 the Air Force instituted a cost accounting system for field level
maintenance of aircraft and related components. This system, which will be evaluated
during FY 1976, is compatible with the new depot system and relates maintenance
costs to the system-supported below-depot level.

4. REDUCTION OF ITEMS IN INVENTORY AND ELIMINATION OF DUPLICATE
INVENTORY MANAGEMENT

An extensive program to eliminate duplicate management of the 3.3 million
defense consumable items has been completed. A Service manager has been assigned
to assume wholesale logistic support responsibility for all users. Ground rules were
established to assure that new consumable items entering the system would be
identified by management systems and assigned to a single manager. A similar program
is currently underway to eliminate duplicate management of the remaining noncon-
sumable items in the defense inventory.

Phase I of the program for the Worldwide Integrated Management of Bulk
Petroleum and Subsistence, which extends Defense Supply Agency (DSA) manage-
ment of these commodities to base boundaries, has been completed. Phase II would
extend DSA management to the point of issue for use. Planning for Phase II will
commence after evaluation of the Phase I accomplishment.
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5. SECONDARY ITEM MANAGEMENT

We procure and maintain inventories of secondary items for ultimate issue to a
using or operational unit, or for a specific purpose such as war reserve requirements.
These stocks include minor end items, replacement assemblies, spares and repair parts,
personal support items (e.g., clothing and subsistence) and Petroleum, Oils and
Lubricants (POL). The Department of Defense secondary item programs comprise the
central supply management of 3.7 million items, 28 million supply demands annually,
and obligations that exceed $19 billion a year.

The number of items managed has been reduced from a high of 4.1 million in 1965
to 3.7 million in 1975. A major effort to eliminate additional items is currently
underway. Approximately 250,000 candidates for reduction have been identified., Of
these, a minimum of 25,000 to 30,000 will have been marked for deletion by the end
of the current fiscal year. During the past year a number of cthor efforts have been
launched to improve the management of secondary items. These include:

Defense War Reserve Computation - This project will strengthen our ability to
assess war readiness by providing a common basis for validating and justifying war
reserves. Currently, assets are $2.8 billion and deficits based on estimated requirements
are $2.6 billion.

Improved Management of Reparables - Reparables will be managed more closely,
keeping a higher fraction in use as opposed to awaiting repair or issue. This effort
should result in significant cost savings from reductions to the current reparable item
inventory of $15 billion and additional savings from reduced secondary item
investments and repair costs.

Development of Standard Base Level Policies- This effort seeks more efficient
stockage and management of the estimated $6 billion in secondary item inventories
currently held below the wholesale level. Early estimates from this project indicate a
significant cost avoidance.

6. REDUCTION OF REPORTS, FORMS AND DIRECTIVES

During the past year this program exceeded the goals which had been established,
with an estimated annual savings of $48.2 million. Accomplishments to date are:

-Reduction of 3,323 internal Department reports;

-892,000 man-hours saved in public reporting;

-Elimination of 58,560 Departmental forms.

We are pressing for an additional ten percent reduction in reports and 'lorms. We
will also review data required of Oepartment of Defense contractors and interagency
reports, with a view toward elimination of marginal reports.

7. EDUCATION

In March 1973, a five-'nember Department of Defense Committee on Excellence in
Education was established under the chairmanship of the Deputy Secretary of
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Defense. The other four members of this Committee were the Assistant Secretary of
Defense for Manpower and Reserve Affairs and the three Service Secretaries. Their
task was to evaluate the quality and efficiency of the educational institutitons
operated by tne Department of Defense, and to recommend the changes needed to
make the system responsive to the needs of the armed services in the last quarter of
this century.

The Committee has analyzed the educational programs of the five senior Service
colleges and the three Service academies operated by the Department. Although the
Committee found that these institutuions were generally meeting their goals, it has
directed certain changes at each of these institutions to improve efficiency and
effectiveness.

These changes will affect the senior Service colleges in six respects. First, they will
establish a common core curriculum, and offer required courses and electives tailored
to their specific missions. Second, where they have not already done so. they will
recruit a faculty composed of educationally-qualified officers with outstanding
military records and civilian scholars wi.h specialized knowledge and relevant academic
credentials. Third, each of the colleges will develop a program of research in which its
teaching faculty will participate, Fourth, the institutions will refine their selection
procedures to ensure that only those students with outstanding professional records
and a great potential for increased responsibility are picked to attend a senior Service
college. Fifth, all five of the colleges will develop a uniform procedure to determine
manning, total program costs, and costs pet graduate. Sixth, the National War College
and the Industrial College of the Armed Forces have been consolidated into a single
institution to be known as the National Defense University.

The Committee has directed comparable changes at the three Service academies.
First, each of the academies will develop a curriculum composed of three components:
a commcn core of courses required at all three academies; Service-specific courses
required of all students at a particular academy; and an elective or majors program in
which individual students can exercise some degree of choice. Second, each of the
academies wili' work toward a better faculty ratio of military and civilian instructors.
The uniformed military faculty at each institution will be predominantly highly-
qualified young officers from all three militery departments with recent field or fleet
experience and with recognized academic credentials. Civilian faculty members must
possess doctorvl degrees and should have demonstrated both an ability to teach and a
clear commitmnt to the fundamental purposes of the academy. Third, the academies
will use a uniform methodology to compare total program costs and manning levels.

To ensure that these changes will be implemented. the Committee has established
specific dates ty which the senior Service colleges and the Service academies must
report progress toward the goals established by the Committee. Thus far, all of these
institutions have taken the specified actionts by the target dates, and the National
Defense University has already been established.

To complete the analysis of the Department's educational system, the Deputy
Secretary has ustablished a subcommittee under the chairmanship of the Assistant
Secretary of Defense for Manpower and Reserve Affairs to study the command and
staff colleges of the armed forces. The subcommittee is expected to complete its
analysis of these colleges by April 1976.

D. Industrial Base

The current condition of our industrial b,.se is a matter of extreme concern to
defense. This nation's industrial capability has been and must continue to be one oi
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our more effective instruments of deterrence. However, we continue to observe a
steady erosion in an asset which must play a relatively greater role in our national
security as conventional war requirements increase. The problems associated with our
industrial base are many, including material scarcities, rising costs, and increasing
governmental regulation. We are experiencing increasing difficulty in obtaining bids on
contract requests and are more frequently confronted with a sole soulce at the
sub-contract level.

We seek active Congressional assistance as we explore ways to correct this situation.

1. INDUSTRIAL PREPAREDNESS PROGRAM

Serious economic conditions in some sectors have aggravated old problems and
brought to light additional areas of concern. Inflation, growing obsolescence of
industrial facilities, and decreasd capital investment are increasingly worrisome. We
see signs that certain sectors of our industrial base have neither the capacity nor desire
to respond to defense surge requirements, as in the case of the foundry industry and
fastener manufacturers. The reduced capability of industry to respond to defense
requirements has progressively serious implications for support of our forces. Because
this situation is serious, we are undertaking a number of steps to improve the
preparedness and productivity of the industrial base. We are expanding Industrial
Preparedness Planning (IPP) down through components/part level to identify shortfalls
and permit actions t.) be taken to retain critical sub-contractor production capability.
We are also establishing an early warning system to identify, in advance, possible
supplier closedowns and material shortages.

We have initiated a detailed review of all government-owned facilities to identify
those special sectors of industry that are critical to defense requirements that may
require continued government ownership. Equipment and plants determined to roui;-e
cont,nued government ownership will be modernized to reduce weapon yVstems costs
and lead time. Those plants and equipments not requiring government ovnership wl
be removed from the inventory at an increased rate.

2. MANUFACTURING TECHNOLOGY

This program is receiving increasing emphasis within the Department primarily
because it enables us to partially neutralize the effects of reduced industrial capability.
During the past year the Services have been directed to increase their emphasis on this
program, and to provide for its central management.

Detailed analyses of major weapon systems to identify manufacturing problems and
elements of highest cost in each part, assembly, or system are being conducted and
manufacturing technology improvement efforts for those areas of greatest need and
greatest payoff will also be addressed. In addition, procedures to ensure faster solution
of repair process difficulties associated with Departmental maintenance, overhaul, and
modification facilities are being developed.

Difficulty has also been experienced in disseminating and implementing results of
successful manufacturing developments and greater emphasis will be given to this area
as well as to the conservation of critical materials by the development of substitute
materials and manufacturing methods. Essential to all these efforts will be the general
improvement which we must affect in our relations with industry and other
government agencies.
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3. DEFENSE PROFIT POLICY STUDY

A ijor study of defense profit policy was la,ic00d by the DputVy Socretary II
May 1975, Entitled "Profit '76," the study's aim is to ensure that deflense contt actols
have ail opportunity to earn a fair but not excessive pi ofit and to encourage them to
invest in mnoire efficient moder n plants and equipment,

This effort is tonsidered one of our most important Initiatives in the campaign to
reduce tile cost of maInl systems. Over 100 major cot porattons in the defense business
are providing profit data to a consortium of CPAs under contract to the Department
of Deftnse, This consortium will aggregate the data, perform detailed analyses and
repott the results to us, In addition, over 300 of our contracting officels and some 200
corporations will be consulted on the various issues involved, and we will draw on tile
knowledge of leading economists and financiers in government, business and academic
circles to establish profit criteria,

This promik s to b one of the most thorough studies ever conducted by tile
Department on the sensitive subject of profit, From tile outset we have provided
Congress with full information on our plans and have worked closely with the General
Accounting Office and the Cost Accoounting Standatds Board. By nild.10O we hol
to haye promulgated those changes indicated by the study.

E. Energy Management and Conservation

Tile Department continues Its efforts to reduce the demand for onegy both in
military opertions and in fixed facilities. We have reduced the tempo of operations to
the minimum considered prudent, and have exceeded tile Presidential goal of a 15
percent reduction In consumption in FY 1975 from tile level of consumption in 1g73,

The mission and management methods of the Department demand that fuel ,nd
energy needs be considered in each acquisition activity, as well as in rv.seartch and
development activities, Accordingly, the following energy Reseat ch Development Test
and Evaluation (RDT&E) goals have been established,

--Doetetmine the defcnse etergy R DT&E program that will cotnttibute the most to
national defensw, to include fulfillment of worldwide security commitments (especially
during oil emilarloes) and the possible intordiction of oil or Liquified Natuial Gas
(LNG) to the United States or the supply of fuel for fiute military operations In
Europe with NATO allies, in the Middle East, or in South America.

-Determine new options for maintaining a delndable supply of energy overseas at
fixed remote facilities to meet commitments there and to conduct such military
operations as may be necessary.

.- Determine how defense energy RDT&E, as distinct from existing and planned
civil agency RDT&E, could minimize U.S. dependence on oil imports and, specifically,
minimize the impact of oil embargoes on CONUS military capabilities. Identify,
describe, and evaluate candidate energy R&D programs such as the operation of
aircraft and ships on refined petroleum products made from coal, oil shale and tar
sands.

-Identify, describe, and evaluate thoe defense energy RDT&E programs that
would reduce defense energy fuel operating costs through energy conservation, and
would pay back during the life-cycle of the system the Investment that would be
required.
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-Identify energy-related RDT&E programs (such as those to improve the efficiency
of aircraft, ship, and vehicle propulsion) that are funded r rimanrily for military reasons
but that have major energy benefits.

-Within defense mission constraints, provide assistance to the national energy
RDT&E program in the demonstration of solar heating and cooling for buildings, large
scale applications of photovoltaic systems and general utilization of the Department's
vast technical and physical resources.

Another aspect of this effort is the Energy Conservation Investment Program
(ECIP), a special program of capital investment in our existing fixed plant to make it
more energy and cost efficient. Military construction funds requested for the program,
which will be amortized in less than ten years are: FY 1976. $130 million; FY 1977,
$162 million; FY 1978, $257.7 million.

246



APPENDIX A
FY 1977 Department of Defense Budget

The Department of Defense budget for FY 1977 and the projections for the period
through FY 1981 reflect the continuing resolve of the President to maintain a defense
structure adequate to move us toward objectives of peace, mutual security, and
international stability.

The fundamental goal of the Department of Defense is to ensure the freedom and
security of the United States, and to protect vital national interests. This budget
provides adequate, balanced military programs at the minimum level appropriate to
the overall international circumstances. It is designed to demonstrate a steadiness of
purpose and a consistency of effort over time.

The adquacy of the defense budget must be assessed against the background of
trends in the military balance worldwide. These trends are a matter of concern. Soviet
defense spending over the past decade has been increasing steadily in real terms. At the
same time U.S. force levels and defense expenditures (in real terms) have been
decreasing. Momentum on the part of the Soviet Union heightens the danger that our
national security posture could experience a lessened deterrent value in the period
ahead, unless we take positive steps now. Strength and an appreciation of that strength
are essential prerequisites to the negotiation of acceptable agreements in the area of
arms limitation. Thus, this budget provides for the real growth essential to ensure that
the United States can fulfill its stated objectives of mutual security, international
stability and peace. At the same time the budget reflects a serious effort to achieve
restraint.

The FY 1977 budget reflects some real program growth over FY 1976, growth
required to sustain currently planned force structure levels, to modernize weapon
systems and to improve the combat readiness of existing forces. The rate of growth
exceeds the projection of last year because Congressional action on the FY 1976
budget precluded attainment of the essential first-year step. However, this budget
reflects restraint with respect to previous planning levels over the period FY 1976FY
1980.

To attain the needed defense improvements, yet within current fiscal constraints,
the Department is emphasizing efforts to achieve efficiencies within the defense
establishment. The Department, after the appropriate studies, will continue to seek
opportunities for base closures and realignments, for streamlining of headquarters
activities, and for reducing training costs. The Department will share the general
restraint in the President's budget by limiting pay increases, eliminating nearly 26,000
civilian positions, reducing petroleum consumption, holding new construction below
FY 1976 levels, reducing training costs for selected National Guard and Reserve
positions, and phasing out of the subsidies for labor and utility costs of military
commissaries.

The following charts and tables contain specifics of the budget submission including
the five-year projections required by the Congressional Budget Act of 1974.

Highlights of the defense budget are summarized below:

Financial

-The defense budget estimates and five-year projections are based upon some
important assumptions as to Congressional action and to economic trends. For FY
1977, a number of the general restraints assumed will require specific action or
legislation by the Congress. If these assumptions are not borne out, additional funds of
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$2.8 billion or more would be required. For FY 1978-FY 1981, the estimates are
dependent not only upon the foregoing but also upon assumptions with respect to
future pay raises and price increases and other variables.

Total Obllgtlonal Authority

-The FY 1976 program of $98.3 billion is based upon Congressional action
completed to date as well as (a) House-Senate Conference action on the DoD
Appropriation Bill, (b) the budget r'uest for Military Assistance, and (c) the
supplemental budget request for pay and related items. This amount is $6.9 billion
below the total requested for this fiscal year-in addition to which the Department has
had to absorb approximately $900 million because the pay cap assumptions did not
hnd for wage board employees and retired military personnel.

-The FY 1977 budget request for total obligational authority is $112.7 billion, an
increase of $14.4 billion over the estimated FY 1976 level. After consideration of the
portion of this increase required to cover estimated pay raises and inflation, the budget
would provide a real increase of about $7.2 billion in the baseline program. This
funding will provide the resources to make up deficiencies in force modernization and
readiness. Again, this represents an important step upward within a constrained budget
level.

-For the pedod of FY 1978-FY 1981, preliminary projections are $120.6 billion,
$130.0 billion, $139.8 billion, and $149.7 billion, respectively. As was the case last
year, these projections are based upon achieving the important first-year step in the
budget-after which the baseline program reflects a growth of 4 percent per year for
def tnse purchases.

Outlays

-FY 1976 outlays are currently estimated at $91.2 billion. This represents 5.7
percent of the Gross National Product and 24.4 percent of the total federal budget.
These represent reductions from the President's proposal which would have provided a
defense budget at a level of 5.8 percent of the GNP and 26.6 percent of the federal
budget.

-FY 1977 outlays are established at $100.1 billion. At this level, defense represents
25.4 percent of the total federal budget and 5.4 percent as a percentage of the GNP. In
the pre.Vietnam War year of FY 1964, the defense budget represented 8.3 percent of
the GNP and 42.8 percent of the federal budget.

-For the period of FY 1978-FY 1981, the President's budget contains outlay
projections of $111.4 billion, $120.0 billion, $130.8 billion, and $141.3 billion,
respectively.

Major Budet Change

-In the Procurement Title, $1.6 billion Is Included to cover Increased costs for
ships approved by Congress In FY 1976 and prior years. Increased Investment is
programmed to Initiate procurement of the B-1 strategic bomber, the F-16 fighter
aircraft, the UTTAS utility helicopter, the new Carrier On-Board Delivery (COD)
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aircraft, and the CH-53E Super Stallion helicopter. The Trident missile procurement
funding provides for the initial production quantity of this new strategic missile.
Continued emphasis is being placed on the Army tank production and procurement of
antitank missile systems. Production of the non-nuclear Lance and the new
shoulder-fired Stinger weapon system is programmed initially in FY 1977. Emphasis is
being given to the Navy's shipbuilding program through the programming of 16 new
construction ships including three nuclear attack submarines, one Trident submarine,
the lead ship Aegis-class destroyer, eight guided missile frigates, one destroyer tender,,
one fleet oiler, and one submarine tender. Increases have been programmed to provide
the forces with more, and more modern, communications and other support
equipment, with the objective of improving the readiness posture of our forces.
Additional investment is also programmed for inventories of munitions, spares and
repair parts, including an increase for stock-funded war reserves of $311 million.

-After provision for pay increases and purchase inflations, there is a constant dollar
growth of about $750 million for Research, Development, Test and Evaluation. The
major systems accounting for the increase are the Navy's F-18 air combat fighter and
LAMPS ASW helicopter, the Navy and Air Force Cruise Missiles, the Army's Advanced
Attack Helicopter, SAM-D and XM-1 tank systems. Real increases are also program-
med in the areas of research and exploratory development.

-Increased funds for Military Personnel are primarily attributable to pay raises
projected for FY 1977. Economies in travel and reduced recruiting costs, as well as
changes in compensation policy, if favorably acted upon by Congress, will further hold
down these costs. On a constant dollar basis, Military Personnel appropriations are
estimated to be $.8 billion below FY 1976.

-Requirements for retired pay continue to rise based on increases in the retired
population, the full-year effect of FY 1976 increases and two more increases expected
by the end of FY 1977 based on the Consumer Price Index. These assume that
Congress will approve the proposal to eliminate the extra one percent "kicker" now
added to each increase.

-Increases in Operation and Maintenance are primarily to improve readiness and
reduce the backlogs resulting from prior years constraints. There are 29 more ship
overhauls planned than in FY 1976 as well as increases for repair of tanks, aircraft and
other equipment. Funds are budgeted to arrest the deterioration of facilities and start
reducing the accumulated backlog of facilities-repair projects. These needs and the
rising costs of fuel and other supplies are offset somewhat by planned reductions in
headquarters staffing. Additional future efficiencies and savings should accrue from
base realignment actions. Since the individual programs are based on current or
announced prices, under existing OMB rules, the readiness improvements indicated
above will be affected to the extent that prices increase. In terms of FY 1977 constant
dollars, the Operation and Maintenance area is up by about $1.3 billion.

-Construction programs throughout the government have been curtailed because of
overall fiscal constraints. Within a FY 1977 Military Construction program that is
down $.3 billion in purchasing powe, from FY 1976, $437 million is earmarked for an
Aeropropulsion Systems Test Facility to support future defense, other government,
and industrial engine developments. Within the remainder of the program, which is
about 30 percent lower than in FY 1976, emphasis is on Trident facilities and aircraft

249



shelters. The government-wide construction cutbacks have left the number of new
Family Housing units 60 percent below FY 1976. In addition, housing funds have
been reduced to fit within a program down $.2 billion in constant FY 1977 dollars.

-Civil Defense programs have been curtailed and Military Assistance is down $341
million.

Force and Penonnel

-Strategic missile forces do not change in total. By end FY 1977, the force will
consist of 450 Minuteman II missiles, 550 Minuteman III missiles, ten Polaris
submarines, and 31 Poseidon submarines. Also, 54 Titan II missiles are retained.

-Organizationally, the number of B-52 bomber squadrons is being reduced from 22
to 21, although the number of operating aircraft will remain the same. FB-111
squadrons remain constant at 4.

-The manned fighter interceptor force will be maintained at six F-106 squadrons.

-The Army will continue to support 16 active divisions and will further strengthen
that force in FY 1977 by adding two divisional combat brigades within a constant
military personnel level.

-Three Marine Corps active divisions are continued in FY 1977.

-The Air Force continues with plans to bring the 26 organizational wings currently
in its active force structure up to full strength within manpower and budget
constraints. During the period FY 1976 to FY 1977, two F.4, two A-7, and one F-105
squadrons will be replaced by four F-15 and one A-10 squadrons. For the most part,
aircraft released from the active forces will be transitioned to the Air National Guard
for continued modernization of that force.

-The Navy will operate 13 attack carriers and wings throughout FY 1977. The
Marines will maintain three air wings.

-The nuclear attack submarine force will increase from 65 to 70 through the
introduction of five new nuclear submarines from new construction.

-The increase of eight warships results from the introduction of two guided missile
cruisers, eight destroyers, and one guided missile frigate, offset by the retirement of
three older destroyers.

-The increase of two amphibious assault ships results from the introduction of two
additional ships of the LHA class.

-There is no change in the C-5A and C-141 force structure throughout the budget
period.

-There is a decrease in the sealift forces due to the retirement of one
government-owned cargo ship.
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-Total defense employment at the end of FY 1977 will be 3,137,000. This plan is
723,000 below the FY 1964 pre-Vietnam War strength anci 1,816,000 below the peaP
war FY 1968 level.

-Military personnel strengths in total will remain stable in FY 1977. Within the
total, however, there is an increase of about 12,000 for the Navy which reflects the
additional active fleet ships in FY 1977 and improved fleet readiness through increased
ship and aircraft squadron manning. 1 his increase is offset by a decrease of
approximately 13,000 in the Air Force resulting from a reduction in the number of
Air Force personnel engaged in training, management, headquarters and other support
activities.

-The reduction of 26,000 in civilian employment is the net result of anticipated
base realignments, reductions in management headquarters, and other support
activities primarily offset by a 2,000 increase in naval shipyard manning which reflects
the increase in ship maintenance required to improve fleet readiness.

-Defense-related industry employment will increase in FY 1977 as a result of the
emphasis on material funding in the FY 1976 and FY 1977 budgets. Defense
manpower (direct and industry-related) will comprise 4.8 percent of the total labor
force in FY 1977, The FY 1964 percentage was 7.9 percent, rising to 9.7 percent at
the peak of the Southeast Asia War.

Summry

The FY 1977 budget represents a balanced program to meet the national security
needs of the United States. Ultimately, the level of our defense spending must be
judged against the nation's vital interests and the military capabilities we require in a
world which is uncertain and in which trends in the global military power balance are
disturbing. While measures like percent of GNP or of federal spending are useful, the
adequacy of the Department of Defense budget cannot be appraised Folely in such
terms. This FY 1977 budget provides for the lowest level of sperding which will
support the policy set forth by the President .... that the United Status should possess
a military capability second to none.
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APPENDIX B

TABLE 1

FY 1977 Department of Defense Budget
FINANCIAL SUMMARY

By Program, Component and Budget Title
(Total Obligational Authority - In Millions of Dollars)

FY 1974 FY 1975 FY 19'16 FY 1977

DoD Program
Strategic Forces 6,798 7.202 7269 9,403
General Purpose Forces 27541 28.077 33.406 40,189
Intelligence and Communications 5.987 6,313 6,728 7.734
Airlift and Sealift 776 901 1.264 1.586

Guard and Reserve Forces 4.329 4,829 5,452 5.908
Research and Development 6.849 7.697 8,727 10,464
Central Supply and Maintenance 8540 9.069 9.722 10,929
Training, Medical, Other Gen Per Act 18,169 20.060 21,753 22,965
Administration and Assoc Activities 1,800 1,970 2,178 2.143
Support of Other Nations 4,272 1,783 1,761 1.389

Total Direct Program ITOA) 85,061 87,902 98,261 112,709

DoD Component
Department of the Army 21583 21.707 24,152 27,270
Department of the Navy 2688 27,934 31,653 37,884
Department of the Air corce 24.737 26.066 28,644 32.561
Defense Agencies, OSD and JCS 2,131 3,106 3,518 3.996
Defense-Wide 6,330 7,466 8,690 9,751
Defense Civil Preparedness Agency 81 85 87 71
Military Assistance Program 3,130 1,550 1,518 1,177

Total Direct Program (TOA) 85,061 87,902 98,261 112,709

DoD Budget Title
Miliiiy Personnel 24,104 24,885 25,617 26.498
Retired Pay 5,137 6,239 7,326 8,434

Operation and Maintenance 23,862 26,153 28,909 32,356
Procurement 17,465 17,389 21,431 29,310
Research, Development, Test, Evaluation 8200 8,636 9,532 10,989
Special Foreign Currency Program 3 3 3 4
Military Construction 1,771 1,793 2,418 2,288
Family Housing and Homeowners Asst Prog 1,127 1,170 1,287 1.225
Civil Defense 81 85 87 71
Military Assistance Program 3,310 1,550 1,518 1,177
Revolving an Management Funds 135 358

Total Direct Program ,TOA) 85.061 87,902 98,261 112,709

NOTE- In the FY 1976 and FY 1977 columns, amounts for mhlitary and civilian pay in-
creases, military retired pay reform and other proposed legislation are distributed.

Details may not add to totals due to rounding.
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TABLE 2

Active Duty Military Personnel, Reserve Component Military
Personnel, and Civilian Personnel Strength'

(end of fiscal years in thousands)

30 Sep
1964 1968 1975 1976 1976 1977 1978

Active Duty Military

Army 972 1,570 784 782 790 790 790

Navy 667 765 535 525 532 544 544

Marine Corps 190 307 196 196 196 196 196

Air Force 856 905 613 584 584 571 568

Total 2,685 3547 2.129 2.087 2,102 2.101 2,08

Reserve Components (in paid status)

Army National Guard 382 389 395 380 380 400 400

Army Reserve 269 244 225 212 212 219 219

Naval Reserve 123 124 98 101 101 52 52

Marine Corps Reserve 46 47 32 34 34 34 34

Air National Guard 73 75 95 95 95 93 93

Air Force Reserve 61 43 51 53 64 52 54

Total 953 922 897 874 876 849 852

Direct-Hire Civ,'ian

Armys 360 462 337 327 323 314 314

Navy 332 419 318 313 313 309 309

Air Force2 305 331 266 250 250 241 241

Defen-- Agencies 38 75 74 73 81 78 78

Total' 1,035 1,287 994 962 967 942 942

'Totals may not add due to rounding.
2These totals include Army and Air National Guard technicians, who were converted from

state to federal employees in FY 1969. The FY 1964 and 1968 totalr have been adjusted
to include approximately 38,000 and 39,000 technicians respectively.
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